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~ 19492-A - 
Ottawa, Ontario, 
Wednesday, March 29, 1950. 


MORNING SESSION 


MR SINCLAIR: Yesterday, my lord, at page 19361 of 
the transcript the question about that statement in the 
provincial brief was under consideration; that is, the 
statement that was made at page 27 of their brief dealing 
with certain water and truck competitive rates, which they 
said, for example, are well below their 1897 level. I 
stated to the Commission, and you suggested, that it might 
be well for us to co-operate with the provinces in attemp- 
ting to get to the bottom of that statement, because I had 
the instructions that there were no such rates. We have now 
investigated this matter as thoroughly as we can. We have 
gone to the board and we found the earliest Transcontinental 
tariff that they had; that is Transcontinental Bureau 
Westbound Teritr No, 5-C, 1.6.0. .No.396, 0.8.0. No. 5, 
issued by R. H. Countiss of San Francisco, who is the agent, 
and it was effective February 15, 1904. There are no rates 
in there that are higher than the present transcontinental 
rates, Mr. Harries, in being asked what he had in mind, 
referred to the movement of canned goods. That tariff shows 
that the rate on canned goods from Montreal and Toronto 
and other points to north Pacific coast terminals - that 
is, including Vancouver and Victoria -- was $1.05 per 
hundred, minimum 40,000 pounds, 

MR O'DONNELL: That is 1905? 

MR SINCLAIR: That is 1904, Today that rate is $1.40. 

THE CHAIRMAN: What is the former rate? Will you 
just repeat that, Mr. Sinclair? 

MR SINCLAIR: $1.05. I would also refer the 
Commission to Exhibit 143 that was put in when Mr. 
Jefferson was giving evidence and that was a statement 


of rates on selected commodities from Montreal and Toronto 
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to Vancouver in effect April 1, 1910; August 6, 1913; 

and November 1, 1949; and that will show that, for instance, 
on barbed wire, the rate was 80 cents, 40,000 

pound minimum. 

THE CHAIRMAN: When? 

MR. SINCLAIR: This is 1910; 80 cents, 40,000 pound 
minimum. Today's rate - that is, November 1, 1949, 
according to this - is for 80,000 pound minimum, $1.32; 
30,000 pound minimum, $2.18; 30,000 pound minimum, $2.74. 
Take builders' hardware not otherwise specified. There is 
no transcontinental rate on that today. On axes, the 
commodity rate in 1910 was $1. Today for 30,000 pound 
minimum or for 36,000 pound minimum it is $2.74. The 
same is true up through the list, dye stuffs, toilet 
paper, wrapping paper, etcetera. We can find no instances, 
and our traffic officers have again instructed that there 
are no instances, to support the statement made by the 
brief, that they know of or that they have been able 
to, find, 

MR. O'DONNELL: To support MPs Haerdede statement. 

MR. SINCLAIR: Yes,that is, to support Mr. Harries' 
Statement made on page 27. 

MR. FRAWLEY: I am not prepared to give a complete 
Statement now, but I want the right to do so in answer to 
what Mr. Sinclair has said. The matter is being looked 
into by my people. In reply to my friend I would say now 
that what I said was that the rates, whatever they were 
called -- commodity rates or transcontinental rates , 
competitive rates or class rates -- which 

moved a car of canned goods from to Toronto 
to Vancouver in 1897 and in 1904 were higher than the 
$1.40 rate which is now charged today. That is all I 
said. The matter is being run down. I find that my 


friend Mr. Sinclair has found that the transport board 
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have no rates on file prior to 1904. I put it to the 
director of traffic that I would have thought that he would 
have had filed with the board the old rates that were 
probably filed with the Railway Committee of the Privy 
Council. He said, "No, that does not seem to be the fact." 
I said, "Where would one go to find out what the rate was 
im 189770" He said, "To the railways" and to no one else. 
any event, I want the opportunity to make a complete 
statement to support the statement I made in my brief, I 
simply say now that my friend has nothing to answer me by 
what he said today. He tells us that the earliest trans- 
contintal tariff was published effective February 15,1904. 
It therefore) follows, myvlord, that before that they 

must have moved on class rates and certainly they were 
higher than $1.05. At the moment all I will say is that we 
will go into the whole matter amd I will file a rather 
complete statement, perhaps tomorrow. I hope it may all 

be done tomorrow. 

MR. SHEPARD: Since this is a joint brief of the three 
prairie provinces, it’might be just as well if I said a 
word as far as what Manitoba considered this statement 
to mean. The statement under discussion is that x 
certain water and truck competitive rates, for example, 
are well below’ their 1897 level . As far as we are 
concerned that sentence could be re-written in this way: 
"Certain commodities today moving at water and truck 
competitive rates, for example, are moving at rates 
well below the rates on those commodities in 1897." 

MR. FRAWLEY: That is what it meant. I really took, 
from something your lorship said yesterday, that your 
lordship read it that way. If my friend's whole statement 
is premised on the fact that we are saying that there 
vas a transcontinentalcompetitive commodity rate in 1897 
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is not the way it is to be read, and that is not the way 
it was intended to be read, Mr. Sinclair. If that is the 
way you read it and your statement this morning is based 
on that reading, of course we are not ad idem at all. 

MR. SINCLAIR: I was not going to make any contract 
with Mr. Frawley. All I say is that he makes a statement 
in the brief and does not come forward with any examples. 
Yet he has had months and months and months in which to 
do so. 

MR. SHEPARD: Years. 

MR. SINCLAIR: Maybe he has, Mr. Shepard. 

THE CHAIRMAN: Where is the statement? 

MR, SINCLAIR: At page 27. 

THE CHAIRMAN: That is, the Joint brief of the three 
provinces? 

MR. SINCLAIR: Yes, as first written. 

THE CHAIRMAN: Yes. Let me get it. 

MR. SINCLAIR: The second paragraph as first written 
went in this way: , 

4 It has been suggested that a rate established 

in 1897 -- 

That is, as first written, passed and settled by the 
three prairie provinces. It read; 

" It has been suggested that a rate established 
in 1897 is prima facie an unreasonable one under 
today's conditions, and an attempt has been made 
to leave the impression that the grain rates 
are unique in this regard." 

out 
Some of those words were struck/and then they went on: 

"Nothing could be further from the truth."Then they 
struck that out, and went on: 

"There are rates today -- 
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"level which pertained in 1897." 
Presumably that meant that there are rates today which 
move traffic at a charge below the level which moved 
traffic in 1897. 

THE CHAIRMAN: Does that not mean certain specific 
rates? It says "There are rates..." 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: On some commodity or other? 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: Some class of goods? 

MR. SINCLAIR Yesin And them they go on: 

"Certain water and truck competitive rates, for 

example, are well below their 1897 level. The 


grain rates are far from unique." 


That is quite a statement to make, and then come forward 


and not give us any examples. 
MR. FRAWLEY: We did give examples. 
THE CHAIRMAN: Wnat about your examples? 
MR. SINCLAIR: The mountain differential. 


MR FRAWLEY: Yes; and canned goods. 
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MR. SINCLAIR: I have just dealt with canned 
goods. The mountain differential, my lord, I don't want 
to argue this, but he eyes particular reasons on account 
of costaof operation, the railways are entitled to charge 
double the Prairie scale on movements in Pacific territory, 
and the Board on investigation will find that that no 
longer is justified, surely that is not what this state- 
ment meant. 

MR. FRAWLEY: Of course it is what it meant. 

MR. SINCLAIR: Why doesn't it say so? 

MR. FRAWLEY: We said so in the box, and canned 
goods, surely we have not got to go over that again. My 
friend is bringing out this morning that the canned goods 
moved in 1897 at class rates, and I ask my friend right 
now: Will he show that the class rate which governed 
canned goods from Toronto to Vancouver in 1897 was not 


more than $1.40, that is all 


MR. SINCLAIR: I am asking Mr. Frawley to give 
me the tariff authorities for the statement he has made. 
We have not been able to find any. 

MR. FRAWLEY: They are your own rates. The 
Chief Director of traffic told me this morning that we 
would have to ask the railways, my lord. What can I do 
when the Chief Director of Traffic of the Board says: 

"You will have to get that rate from the railways. I have 
nothing prior to 1904." 

THE CHAIRMAN: About these canned goods? 

MR. SINCLAIR: Why didn't you ask for information 
before you made the statement? 

MR. FRAWLEY: Because we were quite satisfied 


we were right. 
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THE CHAIRMAN: Tell me (perhaps you have 
answered this already this morning) what about this canned 
goods rate? 

MR. SINCLAIR: I say that the earliest trans- 
continental tariff that we have been able to find (we don't 
Say that was the first one, but it is the first one we 
have been able to find) shows that the rates were well 
below the rate in existence today, just contrary to the 
statements made by the Provinces. 

THE CHAIRMAN: Are you talking of canned goods 
now? 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: In 1897? 

MR. SINCLAIR: Yes. 

MR. FRAWLEY: But you say you cannot find 
anything before 1904. 

Mia SINCDAIR: I say that is the first one 
we have been able to find. 

MR. FRAWLEY: What was there before, because 
you are talking of 1897. 

MR. SINCLATR: I say to my friend: Bring forth 
the tariffs and I will look at them. 

THE CHAIRMAN: ,How can he? It is your tariff. 

MR. SINCLAIR: We have made a check, my lord. 
Surely I am not to be put on onus of proof by my learned 
friend's wild and unsupported statements. 

MR. FRAWLEY: Let us be sensible about this. 
The Canadian Pacific Railway comes to the Board and says:- 
"Let Mr. ayaa the rate was in..1897".. How? -.Go 
to the Transport Board, and they say go to the Canadian 


Pacific Railway. 
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THE CHAIRMAN: The point remains, Mr. Frawley, 
that this Brief which was compounded by the three Provinces 
does say that there are rates today which move traffic 
below the levels which pertained in 1897. 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: And in answer to that you say, 
well, there are the canned goods rates. I don't know where 
you get that rate. Perhaps you told us. 

MR. SINCLAIR: He told you it was out of his 
head. 

MR. FRAWLEY: I told you that the rate is 
$1.40. Mr. Jefferson told us in the witness box that he 
had not been able to find any rates earlier than 1910. 

Now we have gone back six years and now there is nothing 
earlier than 1904. I think Mr. Jefferson said, in fairness 
to him, that if there were any they would have been 
destroyed. The reference to that that I took down this 
morning is in volume 63 - I am sorry I have not got the 
exact reference. In any event we then simply assumed, sir, 
that if they were not moving at a transcontinental Panama 
Canal compelled rate,that they must have been moving 

on a class rate, and that statement, my lord, is now 
substantiated by Mr. Sinclair himself. 

MR. SINCLAIR: I deny that. 

THE CHAIRMAN: Pardon me, have you the class 
rates for 1897? 

MR. FRAWLEY: No, they are things that are in 
the hands of the Canadian Pacific Railway. 

THE CHAIRMAN: Where did you get the figures? 

MR. FRAWLEY: As a matter of fact our principal 


source was something that Mr. Henry did before the Sirois 
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Commission, and from that we had to draw certain inferences, 
but we could not put our fingers on a class rate which 
moved the traffic in 1897, at least that is what we are 
striving to do now. 

THE CHAIRMAN: But on these canned goods, you 
gave a figure. 

MR. FRAWLEY: $1.40. That is today's rate. We 
know that. 

THE CHAIRMAN: And you say that that figure is 
higher than the figure which prevailed in 1897. 

MR. FRAWLEY: And why do we say that? 

THE CHAIRMAN: Yes. 

MR. FRAWLEY: My lord, we have not been able 
to put our fingers on a tariff and point out that tariff. 

THE CHAIRMAN: I said "higher" I meant "lower". 

MR. FRAWLEY: The first transcontinental tariff 
came into existence, we thought until this morning, about 
1910. 

MR« GENCLATR: *fThat.ig not true, mypilord: 
I don't know why Mr. Frawley can't be accurate. I said 
that is the earliest one we have been able to find. That 
does not say it was the first transcontinental tariff. Now, 
surely he,»can be accurate. 

MR. FRAWLEY: What do we do then? Do we leave 
it as a matter of speculation? 

THE CHAIRMAN: Where do you draw your inference, 
Mr. Frawley, about these rates of 1897 on canned goods? 

MR. FRAWLEY: Well, my lord, if we go back so 
far and we find there was no transcontinental water 
competitive rate, then we go, as we are entitled to go , 


to the class rate. 
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THE CHAIRMAN: Yes, where do you find the 
class rate? 

MR. FRAWLEY: We found the class rate in a 
railway tariff. 

THE CHAIRMAN: You have the railway tariff? 

MR. FRAWLEY: No, we have not, because when 
we asked the Board for this tariff, they told us that 
we would have to go to the railways. 

THE CHAIRMAN: I know, but how do you know 
they are higher or lower? 

MR. FRAWLEY: We know, my lord, that they are 


much greater than the special water competitive commodity 


rate. 

THE CHAIRMAN: But in 1897? 

MR. FRAWLEY: Yes, in 1897. We say to ourselves, 
my lord: If there is no transcontinental water compelled 


competitive rate, if we are right about that, then we 

say it must be the class rate. We know from our knowledge 
of the class rates and the scales, that it must have 

been higher than $1.40. That is our reasoning, sir. 

THE CHAIRMAN: You mean to say that a class 
rate fifty-three years ago must have been higher than 
a competitive rate today? 

MR. FRAWLEY: Yes, sir, because we know they 
were higher in 1910, we know they were higher at the 
time we have knowledge of the first competitive rate. 
For instance, Mr. Sinclair gave us this morning the 
special transcontinental competitive water rate. Now, 
we know that on that day the class rate was higher. 

You see, that is the sort of reasoning that was applied 
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THE CHAIRMAN: You believe the competitive 
rate must be lower? 

MR. FRAWLEY: That is right, and considerably 
lower, so we feel quite justified in saying that if 
you have to use a class rate, I will put it this way - - 

THE CHAIRMAN: How do you bring it back and 
Say that a competitive rate today necessarily being 
something lower than the class rate, must be lower 
than the class rate that existed fifty-three years 
ago. 

MR. FRAWLEY: Well, my lord, we go back to 
the ones we do know about, we go little by little. 

THE CHAIRMAN: Did you say 1910? 

MR. FRAWLEY: 1910. 

THE CHAIRMAN: Now, is the competitive rate 
today lower than the class rate of 1910 ? 

MR. FRAWLEY: I think I can say, yes, they 
were. I would like to put my finger on that and show it 
to you, my lord. I think I can say that, yes, definitely. 

MR. SINCLAIR: Could I make a suggestion, 
my lord, that I think might enable us to go forward 
with my cross-examination of Mr. Wesson: that Mr. Frawley 
withdraw this statement from the Brief until he can 
bring forth something to prove it. 

MR. FRAWLEY: Well, I am certainly not 
withdrawing one word of it. If that is all my friend 
has to say, I am inclined to say that I won't say 
anything more about it but rest on what the Commission 
thinks about it. 

THE CHAIRMAN: We have had all that. 


MR. FRAWLEY: Well, as I said at the beginning, 
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I want to bring on another statement as soon as I can, 
which I hope will be tomorrow, which I hope will throw 
some light on this. 

THE CHAIRMAN: All right, Mr. Sinclair. Mr. 
Frawley says he is going to bring in a statement tomorrow. 

MR. SINCLAIR: Supported, I hope, by tariff 
peferences., 

MR. FRAWLEY: Don't hope to much. Just wait 
and see. 

MR. SINCLAIR: I would like to have it checked 
by traffic officers. All I say is we have done the 
best we can. If Mr. Frawley can find any we would like 
to have them, and then we will discuss them. I am sorry 


Mr. Wesson. 


MR. JOHN H. WESSON - Recalled 
CROSS-EXAMINATION BY MR. SINCLAIR - Resumed:- 


Q@. When Mr. Harries was in the box - Mr. Harries 
is one of Mr. Frawley's advisers or consultants, the man 
who wrote Part II of this Brief including the statement 
that we were just discussing - he said that the price 
of wheat at Fort William was $1.75, and he made some 


calculations based on that figure. Now, Mr. Wesson, 


Class 2 wheat is now $2.20, Fort William, is that right? 


A. Yes, yesterday I think it was $2.23. 

Q. The British Wheat Agreement wheat, Fort 
William, was $2.00? 

Aw | hat 1s: right, sir. 

Q. And International Wheat Agreement wheat is 


$1.98 maximum and $1.65 minimum? 
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A. $1.65 minimum, $1.98 maximum. 


Q. 


Now, I suppose all of these classes of 
wheat have heen sold in the last crop year? 
A? WiIMVenink so, "yes 5 
Q. That is the crop year we are in now. Now, 
have there been deliveries and settlements under the 
International Wheat Agreement? 
A, I am not sure I understand your question. 
Q Well, has grain been sold under the Agreement? 
AS Very-detinitely. 
Q 


And the receiving parties have paid for 


ne GhaHk80 « 


a 


Q. What price did they pay? 
As far as I know, up to the present time there 

have been no sales under $1.98 at basis Fort William. 

Q. Now then, the International Wheat Agreement - - 

A. Let me clarify it and say, as far as I 
know. You see, I am not a member of the Wheat Board. 
They are doing the selling. 

Q. Are they pretty skilful traders? 

A. They certainly are or they would not be in 
that position, sir. 

Q. They are going to get the last cent for the 
farmer that they possibly can? 

A. Yes, that is what they are appointed to do. 

Q. And you have every confidence that they can 
do it? 

A. Yes. 

Q. Then the International Wheat Agreement which 
is in the record as Exhibit 211, is a pretty complicated 


document in some ways, and I wondered in view of your 
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great knowledge in these matters, Mr. Wesson, if you could 
help me with how they would fee Ue price within the 
maximum and the minimum price. How would that be arrived 
at? You say up to now as far as you know, $1.98, but I 
think from the Briefs that you presume there is going to 
be some slackening off in the wheat market? 

A. Well, in answer to one question yesterday I 
think I said something like this, that there was a basis 
upon which price equivalents were arrived at as the price 
ceilings and price floors applied to Australia and other 
regions. May I say this, sir, that while it may be 
possible, maybe probable, that trade could take place 
in between the ceiling and the floor, that the jugular 


vein of the wheat agreement, as I understand it, - - 


& 


I didn't get that. 
A The jugular vein of the entire wheat agreement - - 
Q@. The jugular vein, yes. 


mR. Maybe that is not a good word. 


& 


Oh Laon i KNOW. 1. am SOrrys 

A. As I understand it, sitting through. the three 
conferences in London and two in Gasninepen aeeiiee 
was based on this, that the exporting countries said to 
the importing countries:- "Under no condition of shortage 
of wheat during the next four years, will importing 
countries be asked to pay more than $1.80". I am 
dealing with before deflation. 

Q. Yes, that was all based on the relation of 
the Canadian dollar to the American dollar on a fixed 
date? 

A. Yes, I am taking $1.80 as the terms of the 


contract itself. 
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Q. Wasn't it a term of the contract that it 
was related to the relationship between the Canadian and 
American dollar at a fixed date? 

A. No, I wouldn't say that. I wish you would 
let me answer the other question first. 

Q. I am awfully sorry. 

A. And then bring me back to the other one. 
I want to repeat that the exporting countries said to 
the importing countries:- "Under no condition of 
Shortage of wheat will you be asked to pay during the 
next four years more than $1.80 for No. 1 Northern Wheat, 
basis Fort William"; and conversely the importing countries 
Said to the exporting countries:- "Under no condition 
of surplus will you be asked to accept less than $1.50 
for the first year, $1.40 for the second, $1.30 for 


the third year or $1.20 for the fourth year 


«. the floor price". The question as to what might 
happen to what you call trading in between Wallin? Int my 
opinion,depend on two things. 

First, Argentina and Russia are two countries not 
parties to the Agreement, and if the world surplus becomes 
burdensome before the end of this contract and either of 
those two countries is offering cheap wheat and cheap» 
prices, it could be that under the International Wheat 
Agreement we might find ourselves, with Australia or 
the United States, offering to the United Kingdom or 
other importing countries parties to the Agreement, 
prices somewhere in between the ceiling and the floor. 
Only experience will teach us that, sir. Up to the 
present time as far as I know, all prices have been at 


the ceiling, basis $1.80 Fort William. Now, do you mind, 
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your next question. I just forget it. 

Q. Yes, my next question is that as I understand 
the agreement the price in the agreement was on the 
basis of Canadian currency proportionate, or with the 
parity for the Canadian dollar as:at March 1, 1949. 

het Wiae Le irae, sir. 

0. So that the effect of inflation or the devaluation 
of the Canadian currency was taken care of in the agree- 
ment? 

A. It proves so. Would you care if I make a 
little further comment on this? 

Q. No, I would like to have it as a matter of 
Paes 

A. The Canadian delegation wished very much for 
the whole basis to be in terms of American dollars at 
$1.80. The importing countries would not agree to it, 
but we finally got the clause agreed to in the contract 
which said that the $1.80 shall be the ceiling price, 
and the floor price in relationship to it, $1.80 in 
Canadian dollars as related to the International Monetary 
Fund at March 1, 1949. Is that clear? Just wait now, 


1 am not finished, sir. 


(Page 19509 follows) 


BE PE TS crise” frei 


OE Cn en 
iat (She Ps? aes ESS ri 


) ‘ nh 
Se 2 his } 


RND -19509- Mr. Wesson, cr-ex, 


Q. All right, I am following, 

A. I think it has worked out very well, because 
when the United Kingdom changed the currency to $2.80 
per ‘pound based on American dollars, which meant an 
inflation of 30 per cent as far as pounds were concerned, 
then our Government, rightly or wrongly, said that we 
won't go all the way. 

THE CHAIRMAN: Q. We won't whet? 

A. We won't go 311 the wey, but we will go down 10 
per cent in relationship to American dollers, which would 
leave sterling 20 per cent inflated over Canadien. Now, 
Suppose that clause had not been inserted, it is obvious 
that if the agreement had been based on $1.80 in Canadian 
funds, and this other provision had not been made, immed- 
lately the Canadian Government announced devaluation of 
10 per cent, that automatically would have brought the 
American price in relationship to Fort William price at 
$1.80, 10 per cent lower then $1.80, or a ceiling price 
for United States wheat of $1.62. Is that clear? 

MR SINCLAIR: Q. Could it be summed up this way, 
that in fairness and equity to the western farmer you 
demanded as his representative thet he was to be protected 
against the effect of inflations in currencies or devalua- 
tions in currencies? 

A. I don't know that we had thet thought in mind, We 
wanted to maintain $1.80 as stability, and we wanted it on 
the basis of merican dollars, and we thought thst was the 
most stable money in the world, but I think we accomplished 
the same objective, we achieved the same objective, by the 
insertion of the clause that you made reference to, Very 

: definitely, sir, we were trying to protect the position of 
| the western farmer, 


Q. So that inflationary or deflationary effects 
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would not disturb the bargein that you had made? 

A. That is right, sir. 

Q@. Now, Mr. Wesson, in Western Canade we have always 
heard about the fact that we have not got water competi- 
tion across the prairies, and that is looked upon as 2a 
disability. Now, that is a matter that has been con- 
sidered and talked about for a great number of years. 
Knowing of your interest in the farmer and in wheat, I 
would ask you if you think todsy the statement that I am 
going to read from the judgment of the Board quite a few 
yeers ago is still correct. 

A. Which board are you referring to? 

Q. The Board of Transport Commissioners. I am reading 
from the Western Rates Case--- 

THE CHAIRMAN: What year? 1918? 

MR SINCLAIR: 1914; end it is reported -- I have 
the C.F.A. No.538, Canadian Freight Association No. 538, 
av page 29 of that series. It is also reported in 4 J. 0. 
R. & R., beginning at page 98, and I have not got the page 
of the extract I am reading, but it is in the seventh part. 

THE CHAIRMAN: Did you say page 98? 

MR SINCLAIR: That is where the report begins, but 
where I an going to read from -- the Western Rates Case is 
really in chapters, and this is just near the beginning of 
chapter 7. 

THE WITNESS: Would you mind a question? Theat is 
the old Board of Railway Commissioners? 

MR SINCLAIR: Yes. 

THE WITNESS: Thank you. 

MR SINCLAIR: "In the matter of water competition 

there can be no doubt st all as to the efficiency of 

the waterways spread through Eastern Canada from its 


easterly coast and terminating with the western limit 
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of the most westerly division of the East -- at Port 
Arthur and Fort William. 
It should, however, be borne in mind that while 
water competition is urged as being a reason for a2 low- 
rate standard in the East, the water rate, with resultant 
low freight, has probably played 9 greater part than any 
other factor in the prosperity of the West. The sdditions 
to water facilities which from time to time have been 
made are largely demanded by the necessities of providing 
the cheapest and quickest outlet for the ever-increasing 
productions of Western Canada. This seffords but an 
additional instance of the fact that the interests of 
Eastern and Western Canads are closely interwoven, and 
that an enforced lower rate structure in the East is not 
as much productive of injury to the West as has been 
claimed." 
MR MILLIKEN: Are you reading from the judgment, 
Mr. Sinclair? 

MR SINCLAIR: Yes. 

MR MILLIKEN: You do not know what page in the 
C nadian Railway Cases you are reading from? 

MR SINCLAIR: No, but it is 1914; that would be 

about--- 
MR MILLIKEN: It is volume 17, I believe, of the 
Cases. I have certain quotations from page 153 of the judg- 
ment, but I have not got that. It speaks at page 159 of the 
judgment about the effect of water competition, and points 
out it spread from the eastern coast of Eastern Canada to 
Fort William, but I have no reference that it hes Spread any 
farther than that. 

MR SINCLAIR: Well, the quotation is there; I think 
I have read it accurately. 


MR MILLIKEN: You are quite sure it is 85 correct 


n 


gitt ‘feo aoseaeapailat at caw uit Pr % 


age 


‘tects Set ane otto, 


t eqrvered od one &iaoun II 


13 Fea 


writ boone 


vy 


so ae 
rEbivexs 


Et onboetg 
Lano tylode 
mrs recede ool 


fté ents 


= re ee ¥ x re ae rar ¥ ~ tips? r “~ . y he * 
so BAOIge ct Cid. SAS ew eT Vet oD Sed qed 
+ bf 


«tend nerd asiidaed 


Ppeeg see mere Eo eae wey ih ea te 7 lab t 
SORT Sa NOL BO CMD OFaF | gil.  eAlaAdouLe AN ae 


8 
+ 


¢ <} 
te 


ai Poetrsoe « Ee: $2 ofttwe ative ons a 
aed | Fale oi f\ 


RND 


-1951e- Mr. Wesson, cr-ex, 


quotation from the judgment? 

MR SINCLAIR: Oh, yes. That is a very carefully 
put out report, Mr. Milliken. It is not a summary or sny- 
thing like that; it is a full judgment. 

MR MILLIKEN: I see, 

MR SINCLAIR:Q.Would you, Mr. Wesson, still think 
that what I read to you is applicable today? 

A. I would agree, sir, that there is 2 good deal of 
advantage to Western Canada because of what we call lake 
freight shipments. Our only regret is that navigation is 
not open all the twelve months of the year. As long as 
navigstion is open, certainly Western Canada gets 3 good 
deal of benefit from the rates which apply on the movement 
of grain, barbed wire, and everything else that is moved 
in the west upon the Great Lakes to Fort William. Certainly 

it is an advantage to Western Canada, 

Q. Now, the biggest tonnage movement on the lakes, 
Canadian tonnage -- I om leaving aside iron ore in the 
United States -- the biggest tonnage moving, Canadian 
tonnage moving, on the waterway is grain and grain products, 
DS SECUNO GT 

A. Yes, I would think that is true. Iron ore has be- 
come quite a factor, -however, in the last year or two. 

Q@. And because of the particular conditions of that 
waterway they have been able for a large part of the haul 
to use very, very large bulk carrying vessels to move the 
grain down? 

Ae That srienty: sir, 

Q. So that they have been able to provide grain with 
the absolute optimum cheepest cost under known conditions? 

By ees Gi, i edmit that, 

Q. Mr. Wesson, I wonder if you could help me on this: 


I wonder if you could tell me how the western farmers would 
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be harmed if the Board of Transport Commissioners on the 
established principles of rate-making fixed just and 
reasonable rates for grain, and the western farmers if 
they needed assistance secured that assistance from the 
Dominion Government? 

A. What do you mean by just and reasonable? 

Q. On the established principles of rate-making; that 
is, that we would have our grain rates fixed the same way 
as you fix your handling charges, that is, the cost of the 
movement and a little something extra? 

A. On that basis, sir, you are completely discounting 
the Crow's Nest Pass sgreement. 

Q. Well, we had a discussion about thet, Mr. Wesson, 

A. With enother witness, not with me. 

Q. Well, yes. I am Saying that we turn our mind to 
the situation I put to you; that is, I asked you if you 
could tell me how the western farmers would be harmed Bs 
the Board of Transport Commissioners on the established 
principles of rate-making fixed just and reasonable rates 
for grain, and if the farmers, on account of being out of 
balance with the rest of the economy, Canadian economy, 
needed assistance they secured that assistance from the 
Dominion Government? 

A. That is, to use an illustration, if we refer back 
to the case I quoted yesterday in 1932, when some grades 
of grain were worth less than nothing, and if just and 
reasonable rates were higher than the existing rates, you 
are asking me what the farmers would think sbout that and 
whether we would be satisfied to get a subsidy from the 
Federal Government to take care of it? Is that your ques- 
tion? 

Q. I say I am trying to explore with you, Mr. Wesson, 


how the farmer would be harmed if grain rates were fixed on 
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the same principles as you use in your business for fixing 
what your handling charges will be, and if the farmers 
needed assistance, because of drought or currency diffi- 
culties, or convertibility of currency difficulties, or 
depression overseas -- couldn't buy our wheat -- any of 
those examples -- and they received whatever assistance 
they needed from the Dominion Government; how would the 
western farmer be harmed? 

A. Well, I could answer your question by saying this: 
Merely supposing that rates were doubled, if those were 
Supposed to be fair and reasonable rates, on 3 20¢ freight 
rate that would mean 24¢ a bushel instead of lea: the 
farmer would be certainly harmed if he had to pay the 
additional 12. 

Now, I think the rest of your question, sir, is, 
if it could be sgreed on that the grower would be subsidized 
from the Dominion Treasury for the totel increase to what 
you consider to be fair and reasonable rates. If thet is 
your question, sir, I would say that the farmer in Western 
Canada rests on what he considers to be his partnership in 
an agreement which we refer to in the last paragraph in the 
brief. Do you mind, Ain, it 2 read Tt. 

"It is submitted while the Agreement was technically 

one between the Government of Canada and the OPE tS Sle ate i 

was in fact an Agreement upon which sa third party, 

namely, the people who settled the Prairies, relied 3s 
an inducement to build the Western economy. Canada and 
the Railroad must keep faith with those people." 

That is our stand, sir. 

Now, you are raising 2 question as to whether it 
would make any difference to the farmer if he received an 
equivalent subsidy from the Treasury . I can only say to 


you todey what is the thinking of the farmers -- snd I can 
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only say this, not for the individual farmer, only through 
discussion in our own Board of Directors -- they take this 
view, that here was a deal, to use a farm colloquialism, 
here was a deal made between a company and a government 
to do certain things, for which the compeny received cer- 
tain concessions, If you depart from the principle of the 
agreement itself, then our people in the west want to know, 
why should the C.P.R. continue to keep and retain all the 
concessions that have been made, 311 the revenue that they 
have received through the yeers through these concessions, 
and may continue to do so for many years to come? 

Let me go further end say this--- 

Q. All the concessions they received from the Dominion 
Government? 

A. Yes, sir, and which became part of the Crow's Nest 
Pass agreement. I do not need to recite what they are; I 
think most of them are set out in the brief itself. 

Q. Yes? 

A. Our people feel this way about the agreement, 
and, as I said yesterday, they felt they were sold down the 
river in 1925 when rates were increased to what you refer 
to, sir, as reasonable rates, fair and reasonable rates, on 
all incoming goods. That was part of the Magna Carta. our 
people would look at it this way, I am sure, that an agree- 
ment is an agreement, and, while we are not discussing the 
compensatory features of this question, if it could be 
proven -- and again supposing you were discussing the com- 
pensatory features of the question -- the C.P.R. were losing 
money in moving grain, , then we believe that an agreement 
is an agreement, and inasmuch as there has been such 42 
development of the C.P.R. through all the last forty years, 
with its subsidiaries, its steamship lines, its hotels, its 


projects in British Columbia, the Trail Smelters, and all 
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other ramifications that the C.P.R. has all over the world 
today -- we may be wrong in this, sir, but we think a lot 
of those developments were made, not from investments 
of shareholders, but rather from profits taken from the 
entire business as the years went by. Then we say that 
this question should not be approached until such time as 
all other avenues are used to take care of the entire 
operation of the company. Then if you get to the place 
where the C.P.R. can come to the Government and say the 
company as a whole, the C.P.R., is insolvent, then I think 
we will be all prepared to look at the question. In the 
meantime I would say--- 

THE CHAIRMAN: Q. You think what? 

A. If we came to the place where the C.P.R. with all 
its ramifications and all its business interests proved 
to be insolvent, then I think we could look at the ques- 
tion. 

Q@. You could what? 

A. We could look at the question. But, inasmuch as 
we are not dealing with these rates on a compensatory 
basis -- I understand that, sir -- the whole revenue of 
the C.P.R. must be used, if there proves to be a loss in 
that phase of the operation, and that is our view of the 
contract. Then I would say this, sir: If you get to 
that place, come right down to the point now -- and I am 
sorry I took so long to deal with this thing -- you asked 
me if the farmer would be satisfied with a subsidy. My 
answer would be, if there is to be a subsidy, sir, it 
should be a subsidy to the C.P.R. and not to the grain 
growers of Western Canada. 

MR SINCLAIR: Q. All right; that is where I 
thought we would finish up. Now, Mr. Wesson, I suggest 


to you thet *he Canadian Pacific has a rail enterprise, 
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thet is, it provides transportation for goods and people, 
Now, say that it divested itself of everything except 
that rail transportation enterprise, sold it, all those 
other things, and distributed the money to the share- 
holders, and said, "We are a transportation company, and 
we are entitled to just and reasonable rates under the 
statute." Do you think different principles apply under 
that circumstance than do today? 

As! DWoulLad sey, sir, ifthe railway company con- 
fiscated all the earnings and all the concessions made 
and distributed that money to the shareholders, they would 
have broken the contract, 

Q. Well, I am not going to argue the contract with 
you, Mr. Wesson. I am sure that others here will be 
arguing it, and I will be putting my view, and I have a 
little different view from yours, except I say to you 
that the Canadian P.cific is prepared to carry out the 
terms of the contract, and you say that you would not be 
Satisfied with that? 

A. Would you repeat that? I don't get that. 

Q. That if the C.P.R. was prepared, that it is pre- 
pared, to carry out the terms of the contract, you told 
me yesterday you would not be prepared to accept that? 

A. You mean the old terms that applied to the exist- 
ing points in 1897, as against the wide expansion today? 

Q. Yes, 

A. I think that would be intolerable, Might I, 
While you are looking up the next question, sir, say this, 
that the story I told you--- 

Q. I don't want to hurry you, Mr. Wesson, but--- 

A. The story I told you yesterday, sir, about our 
settlement on the C.N. line, was predicated on the fact 


that the C.N. or the old Canadian Northern in those days 
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had built the line up clear to Edmonton and were prepared 
to meet the rates of the Crow's Nest Pass, even though 
there was no competition of the C.P.R. up in that section 
of the country. If it had not been so we should have 
settled a lot of the land on the C.P.R. and not the C.N, 
Q. Now, Mr. Wesson, if grain rates are not bearing 
their full share of the cost of transportation, and the 
amount that they are below that level is made up by higher 
rates on other commodities, would you agree with Professor 
McDougall when he said that the farmer on the very poor 
soil north of Kingston, Ontario, is paying out of his 
poverty to help the farmer on the rich soil of the 
Qu'Appelle Valley -- and I don't know if I can add the 


Regina Plains and the Portage Plains? 


(Page 19521 follows) 


i ; er sly ¢,°,7 il 


f. ghROad 5 


é a 
\ 4 a 
eh 


-19521- Mr. Wesson Cr-ex, 


A. I would say that your question is predicated on an 
assumption that has not yet been proven. 

Q@. Oh, I see. I am asking you for the sake of 
argument -- 

A. You are assuming something, 

Q. --to assueme that; and the result is that the 
farmer with that very poor soil north of Kingston is paying 
out of his poverty in order to help the farmer with that 
very beautiful soil in the Qu'Appelle Valley and the good 
Soil of the Regina plains and the excellent Soil of the 
Portage plains. 

A, Except this, sir, that I am not a freight rates 
expert; and after listening to this discussion, I never 
hope to be. But it does seem to me, as tothe question you 
are asking me about the position of the poor farmer in the 
section of Ontario, that he is in no worse position than 
the farmer out west who pays, as I understand it, more of 
this additional teeteht on all the things that he buys; 
and if there is to be a difference, it is only on the Crow's 
Nest agreement rates on his wheat and grain. He igs paying 
just as much as the other fellow. 

Q- I know that you are trying to help me, Mr. Wesson. 

A. I am. 

Q. But I do not think you followed my question. 

A. I am sorry. 

@. My question was this. I would ask you to assume 
that the present rates on grain are not bearing their 
Share of transportation costs. 

A, I am sorry, but I cannot assume something which I 
Cannot believe to be true, 

Q. Oh, you cannot? 

A, No, sir, 


Q. You just never mind whether it is true or not. 
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Just accept it as a fact. You can accept something as 
afach... I mean, for instance, there is a desk here. 

A. All right. 

Q; Ald right...» You accept my assumption as a fact. 

A+ But the non-compensatory features of the grain 
rates are net proven to me, 

Q, All right. You accept what I say as a fact and 
we Shall go on from there. 

A; You mean for the sake of this discussion? 

Q. Yes. 

A.All rights; not to be held in evidence against me. 

Q If you can disprove the assumption, that will 
not be held against you. I ask you to accept as a fact 
that the Crow's Nest rates on grain are not paying their 
proportion of transportation costs and as a result other 
rates are higher than they otherwise would be. . 

A, I am sorry, sir; you are again putting your 
assumption as a fact, and I will not admit the fact. 

Q, I ask you to assume it as afact or take it as 
a LacrL. 

& Buteit ds not a fact, 

Q. If you can disprove it, Mr. Wesson, that is 
fine. Ivsay that.iteis. a fact. . You say that it is not 
epeacu. M1 right. oT ask you to assume that I am right. 

A, All right; for the purpose of the discussion, 

Q For the purpose of this discussion, can you 
assume that I am right? 

A For the purpose of the reply; ty wallace 

Q. All right; for the purpose of the reply you will 
assume that? 

Ap. GeWti try te, 

Q. All right. You have got the point or the assumption 
that you are assuming is correct. 


A. What you are saying is that if we assume that 
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that there is a loss to the railway in moving grain on 
the Crow's Nest Pass rate, and so that che C.P.R. Gan 
advance the rate -- 

Q. Just a minute; I said therefore other rates are 
higher than they need be, 

B, 4 on coming 'Toethat: 

Q That is what I am asking you to assume. 

A,--vo offest this assumed deficit. ‘That these other 
rates are high? You are asking me if it is fair for the 
farmer on poor land somewhere in the province of Ontario, -- 
whether it is fair to ask him to pay the difference? 

Q. Pay a proportion, 

A. His proportion of the difference? 

Q@, Yes. 

A. I would say if your assumption is true, which I do 
mov accept, 1t ds°unfair.” “Ide not accept your assumption, 
however. And then, carrying on further -- 

Q On page 12 of your brief you refer to the matter, 
It is the second complete paragraph. 

A, That is the change we made yesterday? 

Q. Just a minute. 

MR. SINCLAIR: I am sorry, my lord, I had forgotten to 
Strike off my questions. Mr. Covert covered that. Thank 
you, Mr. Wesson. 

MR. O'DONNELL: May I ask a few questions, my lord? 

THE CHAIRMAN: Yes, 

EXAMINED BY MR. O'DONNELL: 

Q. Mr. Wesson -- 

THE CHAIRMAN: J] thinkyou had better come up to the 
front, Mr. O'Donnell. This "one question " business 
usually extends itself to a great many. 

THE WITNESS: I have to turn to look at you to answer; 
the acoustics are wrong in this building or my voice igs 


not right. 
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THE CHAIRMAN: That is why we put that desk where 
12) ip. CROSS EXAMINATION BY MR O"DONNELL:- 

MR. O'DONNELL: @ I Just have a very few questions, 
Mr. Wesson, and I am only interested in the statements 
which appear at page ll of your brief concerning wages 
and salaries of railways employeesand the remarks that 
you made in connection with that matter. 

THE CHAIRMAN: Would you tell us again where this 
is in the brief, so that we may have it before us? 

MR. O'DONNELL: It is page ll of the brief, and it 
On page 19,451 of the transcript or around there. 

THE CHAIRMAN: You Say it is page 11; of which brief? 

MR. O'DONNELL: Of Mr. Wesson's brief. 

THE CHAIRMAN: All right. 

MR. O'DONNELL: Q Mr, Wesson, just so that you will 
know whom l represent, may I say that I am acting for the 
Canadian National Railways. 

A. I knew that. 

Q. I just wanted to know if you would be good enough 
to tell the commission how many employees the elevators, 
the pool elevators, the cooperatives and the Wheat pool, have. 

On its first, page of your brief you said that you had 
a membership of 185,000 grain growers, and I understand 
that you have about 11,000 elevators in Saskatchewan alone. 
Is that right? 

A, Yes. The Saskatchewan pool elevators, at the 
end of last July, owned and operated 1,162 elevators. 

@. Could you say how many employees? 

A The three pools altogether, as of last July, 
was 1883. 

Q- And could you give the commission any idea of 
the number of employees who worked in the pools? 

A, There is one elevator man for each elevator, 


plus helpers in the rush seasons. I would think that would 
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be abouts until 1,162 elevator operators, and our entire staffs 


in the offices in Regina, Winnipeg and Fort William, 
Somewhere around 1,800. 

Q. 1,8007 

A, That is Saskatchewan alone. That deals with terminal 
staffs. 

THE CHAIRMAN: Is this 1,800 you are now referring to 
in addition to the operators? 

MR. O'DONNELL: To the 185,000 members. 

THE CHAIRMAN: It is in addition to these elevator 
Operators, is it? 

MR.O'DONNELL: No. 

THE WITNESS: No, 

MR. O'DONNELL: I think that includes’ them. 

THE WITNESS: No, my lord; there is one man to each 
elevator. I think you know that. 

THE CHAIRMAN: Yes. 

THE WITNESS: We have helpers. They have temporary 
Staff. Then we have staffs in our offices in Regina. We 
have travelling superintendents in the country, 42 of them, 
and staffs of different kinds. We have our Winnipeg staff 
and staffs in our terminal operations; and Speaking from 
memory it is just under 1,800 in the Saskatchewan organiza- 
tion. 

THE CHAIRMAN: Q, In the Saskatchewan organization? 

A, In the Saskatchewan organization; that is right. I 
have no knowledge as to the number of the staffs in the 
Manitoba or in the Alberta pool, except that I take it for 
granted that they have one elevator man at each elevator 
and the total of the three pool elevators is 1,183 as 

of last July. 

MR. O'DONNELL: Q. Wnat I should like to get at is 
this. Apart from the 185,000 members, how many farmers 


and farm employees and over-all personnel would be 
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interested in the operations which are conducted by the 
cooperatives and through the membership. How many farmers 
and people in the west does your organization speak for 
when it is putting before this commission certain 
recommendations concerning what should be done with respect 
to resisting theincreases that have been asked for by the 
railway employees in their wage rate. 

A, I see what you are getting at. 

Q That is the point I am getting. What order of 
public opinion dod you speak for when you make your state- 
ment? 

A. In our brief we say we have 185,000 members in 
the three pool organizations. I can tell you that in 
Saskatchewan it is 136 something, but we have some dead 
wood, or what we call dead wood. People die and their 
estates are left. But we say that 100,000 put themselves 
in this. The Saskatchewan pool elevators always handle 
a little better than 50 per cent of all the grain delivered 
in the province. 

Q. The 185,000 members would have three or four 
employees on each farm possibly or what number would 
that be? Can you give us any estimate of the number of 
people who are employed by the members ? 

A. Well, I. really do not know. 

Just in round figures, 
Do you mean farm families or just employees? 


Yes, all those who are interested in grain growing-- 


= 0 ~- 


I do not know. 

Q: --and the grain which is handled by your elevators 
and through your pools. You represent considerably 
more than 185,000 people. 

A. Oh, yes. 

Q. That is what I mean. 


A+ All the farm families. 
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Q. You have suggested that the railways should 
resist and resist to the extent even of risking a strike? 

ALLER s 

Q. And I am just asking you if you will give us some 
idea of exactly how many people in western Canada would be 
of the same view as you and for whom you speak at this 
time? 

AD Beteus take five to a farm family. 

THE CHAIRMAN: Q. Take what? 

A, Five to a farm family; and if you multiply that 
by 185,000;0.I think you would get -- 

MR. O'DONNELL: Q About 758,000 people? 

AY That asrright. Then of course there are large 
farm families who do not belong to our organization. 

O hethe tidis! rieht. 

Q. From what you know, and I take it that you are in 
close contact with farm opinion in the west,-- 

Q* yer, 

Q°’ --do you think that farmers generally share your 
view in this respect? 

A, Yes. The farmers do not believe that the railway 
employees are entitled to any more income than any other 
Segment in the economy. They believe with me , and this 
is illustrated by our delegates here and during the annual 
meeting. I want to repeat what I said yesterday, that 
while we do not object to collective bargaining, we believe 
these people ought to be fair and when they get arrogant 
and want too much -- well, if it cannot be settled, let 
them strike and cool off. 

Q, That is what I am interested in ae at. 

Mr. JUstice Cameron was chairman,/ you will remember, 
of the conciliation board that went into the wage 
dispute in 1947; and Mr. Hannam in his submission to 


this commission on November 8, 1949 -- 
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THE CHAIRMAN: Mr. who? 
MR. O4DONNELL: Mr. Hannam, 
THE WITNESS: He is president of the Canadian 
Federation of Agriculture and I am a member of the executive. 
MR. O'DONNELL: Yes. Mr. Wesson is quite well aware 
of him. He says he is a member also of that executive. 
His remarks are reported in Volume 40, at page 7,537. Mr. 
Hannam said: 

"In January 1948 report of the Board of Concilia- 


tion on a wage dispute between railway workers 


and the railways, the Chairman, Mr. Justice J eGeh. 

Cameron, remarked as follows: 
And this is a quotation within a quotation. 

is It is admitted that for many years railway 
wages were in most instances above, and in many 
instances very considerably above, the wage rates 
of industry generally. It is the declared purpose 


of the applicants to secure and maintain that 


differential in favour of railway workers." 


And we quotes the Labour Gazette on that point. We had 
a Mr, Kelly’ heres 

A. Pardon me. Is that in the Federation brief? 

Q, Yes. That is right in the Federation brier. 5 
read Mr. Hannam's remarks from the pages I have just given. 
We had Mr. Kelly before the commission here as the 
representative of certain railway employees and certain. 
unions; and Mr. Kelly said that the railway employees 
would never be satisfied -- and I am paraphrasing or 
Summarizing -- until they had achieved parity with United 
States railway employees, and that their demands would 
be pressed until that time. Do you think that that is 
an attitude that should be acquiesced in? 


A, I think it is wrong; because there can be no 
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comparison between the economy of the United States and 
the economy of Canada. 

Q And would you say that the farmers of western 
Canada would agree with you in taking the position that 
that suggestion of Mr. Kelly and the position indicated by 
the quotation from Mr. Justice Cameron's report should be 
resisted? 

A. Absolutely. We would not RePreSe With 1a S21, 

THE CHAIRMAN: Mr. O'Donnell, would you tell me this? 
There are two conciliation boards now eitting. 

MR. O'DONNELL: Yes. 

THE CHAIRMAN: Are the demands made before those boards 
Such as would make the salaries in Canada equivalent to 
those in the United States? 

MR. O'DONNELL: I cannot say as to that. But the; 
demands would total somewhere in the neighbourhood or 
$74 million or $75 million a year. 

THE CHAIRMAN: Extra? 

MR. O'DONNELL: Yes, extra. I might just read what 
these demands are, so that Mr. Wesson and the commission 
would have them in mind. At page 7,544 of the transcript 
Mr. Hannam is reported to have said: 

"In June this year the fifteen -- 

And that was last year, 1949, 

" -- International Railway Unions and the Canadian 

Brotherhood of Railway Employees made a demand 

on the railways of Canada for increases in wages 

and shorter hours of work. Specifically they are 

asking for a 40-hour work week (now 48 for most 

employees) with an increase in rate per hour so 

that take-home pay will be the same, and an 

additional 7 cents per hour. Moreover, it was 

Stipulated that the employees must have two 


consecutive days off each week. If they worked 
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"any hours on these free days they were to be 

paid time and a half. 

Another union, the Canadian Brotherhood of Railway 
EMployees and @ther Transport Workers has made 

a demand for the 40-hour week and an over-all increase - 
of 30 per cent -- 

That is the way it is quoted here. 

"--per hour. So far the railway trainmen have 

not brought forward any demands. 

The railway companies have stated that the 
above-mentioned demands would increase the wages 

bill of the railways by $74 million a year. " 

Q@. Those are the demands which are presently under discussion. 
In connection with the present demands, Mr. Wesson, a 
Situation may arise where a decision has to be made again 
by those who have the responsibility of endeavouring to 
keep the railways runnning, and I am interested in having 
as clear a statement as possible from you as to the extent 
of the support which the management could expect from the 
farmers of western Canada if they were to go along with 
your suggestion that these increases should be resisted 
even at the risk of tying up the railways. 

A. My own opinion is - and at this time it can only 
be an opinion - that you will get unanimous support from 
the farmers of western Canada and all consumers living in 
the towns and villages. 

Q. Is it your view that to accord the further 
increases to the extent of say $74 million a year to the 
railway employees of Canada would be out of line at the 
present time with the wages received by other persons 
who are employed in the Canadian economy? 

A. I think it would be intolerable. I have a note 
here which shows that, I think since 1941, wages have 


increased over $200 million to the railway employees. 
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This is from a newspaper clipping. I do not know whether 
that is authentic or not. But I would go back again to 
this one thing that I made reference to yesterday, and I 
think it is part of the Federation's brief presented by 
Mr. Hannam, from the dominion bureau of statistics May I 
be permitted to give another quotation following the one 
you made before? 

Q. Yes. 

A. ¥% is as follows: 

"In the same report the Chairman discussed the 
situation of the farmers in relation to the demand of 
the railway employees for a substantial increase in 
rates of pay (35 cents per hour), in these words: 

In Canada agriculture, by supplying the 
domestic and British markets at prices substantially 
below prevailing world markets, has and still is 
making an annual contribution to this purpose, 
costing its people sums of money greatly in 

excess of those involved in these. wage demands." 

In other words, they have got the impertinence to say:"If 
you farmers that have taken all the traffic will bear 
when during the war the government of this country was 
trying to keep down prices and stop inflation - if you 
people will take all the traffic will bear and thenturn 
around and turn it over to us through wages, everything 
will be all right. I say that statement is impertinence. 

MR. O'DONNELL: That statement which Mr. Wesson has 
just read, my lord, will be found at page 7,538 of the 
transcript. I might just add two further paragraphs 
at this point for the purpose of facilitating the 
study of it later. The quotation that Mr. Wesson 
read goes on as follows: 


Hi While the farmer is both a worker and a 


f a a ~ +? 5 
PS Sore yeyorm & See ee, 


gittuche «rae den oh F .k 


; bey ee re * P " ; at ‘ ite 
i wom Eh be w TPO SG Sie GAs ; <4 °S genes ba 9 DES hers g. f 7, 
«a? et ’ oe 
, . % ny ‘ 
Pot ts be © Sy as “om = | 2 
TGNOLS OD BB AO BPO OST)! - 
i ha ee a, er al oF ja 
1 i. Ponte ba " ae fs : 
P BAS ie Mo a ee Y wad at Mty 5 a! V. 
' 7 a 
. Pa ‘ P i 3 


-~19532- J.H.Wesson Cr-ex 


"manager, the greater part of his returns 

from farming is earned as a labour income, 

with long hours daily at physical labour, which 

places him in the same category as the working 

man in other industries. 

It is generally recognized that a high level 
of purchasing power amongst all groups in the nation 
is a desirobla gondition in any country. At the 
Same time, severe injustice is done when great 
differentials in rates of pay are allowed to develop 
between major groups and especially when a group with 
high rates secures its advantage by placing an 
extra burden upon a lower income group." 

Q. Your view, then, Mr. Wesson - and I ask you for 
it, and I ask you to say that you are Speaking on’ behalf 
of all these pools and the people who are interested in 
them -- is that at the present time the gap is already 
too great between the wages received by the farmer and 
the people whom he employees? -- 

AL Les, 

Q. -- and those who are operating the railways ? 

A, This dominion Bureau of Statistics Schedule I think 
proves that contention. 

Q. Just thinking along further, if there was a strike 
and the railways were tied up, it would very adversely 
affect your people in the wést, would it not; and would 
affect them possibly more quickly there than in many other 
areas? 

A- I Suppose so; but no more than the snow slides 
in the mountains affected the same situation a few weeks 
ago in British Columbia; the same result. 

Q. But snow slides are a matter of a few days. 

A. The results are just the same. 


(Page 19536 follows ) 
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Q. If a strike were to run into any extensive 
period of time, would your views be the same, that your 
demands should be resisted and there would have to be 
a Sshow-down at some point? 

A. I think I said yesterday that our organization 
believes in collective bargaining, but we do not believe 
in conceding to unreasonable requests in the collective 
bargaining. If you face that situation, your bargaining 
will continue and finally you will come to a conclusion, 
I presume amicably, and settle to the satisfaction of 
both railway companies' employees; always keeping in 
mind, coming back to the same things, that other people 
do not believe in it, that if Te ae to continue 
increasing wages of railway employees, then that involves 
an increase in freight rates that every other segment 
in the economy must pay. I think that is unsound, 
unfair and wrong. 

Q. And should be resisted to the full? 

A. And should be resisted to the full. 
Q. You, I assume, Mr. Wesson, are in fairly close 
contact with people in authority in the three provinces. 
Do you think the Governments of the provinces may go 
| along with your view and the view of the farmers 
generally as you have expressed it? 

A. I cannot answer that. The counsel here from 
the three provinces might answer. I can't. 

Q. Now, just as a matter of interest, my lord, 

I might say that in 1949 the 17¢ wage award cost 
the Canadian National Railways $40,282,000. 


A. Yes, I-have that figure here. 
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Q. Yes, and Dr. Innis asked a few days ago if 
we would arrange or procure information Similar to that 
provided by Exhibit 216 which was filed by the Canadian 
Pacific Railway. Dr. Innis asked for That; Lothink, an 
Volume 98 at page 18400. I would therefore produce as 
Exhibit 262 a statement which is entitled:- "Canadian 
National Railways, Canadian Lines, Analysis of Wage Bill 
and Number of Employees, Year 1949" which gives the 
information, Mr. Chairman and Commissioners, in the 


Same form as the C.P.R. provided. 


.. EXHIBIT 262...filed by : Statement entitled:- 
Mr. O'Donnell : "Canadian National Rail- 
> ways, Canadian Lines, 
Analysis of Wage Bill 
and Number of Employees, 
Year 1949", 
THE CHAIRMAN: Are there any other questions 
for Mr. Wesson? 
MR. O'DONNELL: Mr. Frawley suggests that I 
might draw to the attention of the Commission the way 
in which the schedule is drawn up. I thought it wss 
fairly clear, but you will notice number 3: "Number of 
Employees" and then we have the heading "Schedule and 
non-Schedule" (that means unionized and non-unionized) 
engaged in those various occupations, year 1949:- 
"Maintenance of Way, Maintenance of Equipment, Transportation 
and Other", 
THE WITNESS: Thank you, my lord, for your 
patience. 


THE CHAIRMAN: You are very welcome, Mr. 


Wesson. We are very pleased to see you. 
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THE CHAIRMAN: Now, Mr. Steer, you represent 
the United Grain Growers? 
MR. STEER: United Grain Growers Limited, 


my lord. 


THE HONOURABLE J. E. BROWNLEE - CALLED 

ee TN 
EXAMINATION-IN-CHIEF BY MR. STEER:-K.°. 
enemas RAIN ees sags 


Q. You, Mr. Brownlee are the President of the 
United Grain Growers Limited? 

Atel een, 

Q. And will you briefly state to the Commission 
what your connection has been with what we will call. the 
farm movement in Western Canada? 

As d, have had, I think, quite an intimate 
relationship with the farm movement Since about 1913, 
first as general counsel of various farm organizations 
in Alberta working very closely with them as Se: or 
the Government of Alberta Farmers! eee ie 
1921-1935; then as President, at least as general 
counsel for United Grain Growers and again for many of the 
farm organizations in Alberta, and latterly as President 
of the Company. 

Q. And perhaps you will give a brief description 
of the nature and activities of this United Grain 
Growers Company? 

A. It is a farmer-owned and controlled company 
Operating 625 country elevators in the three provinces 
and with terminals at Vancouver and the head of the 
lakes. It differs somewhat from some of the other grain 


companies in that we have quite a large farm supply 
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business, other commodites (coal and so forth) sold to 

the farmer. We also own and control the "Country Guide" 
which is a farm publication with a circulation of about 

two hundred thousand in the Prairie Provinces. 

Q. And has your organization considered this 
question of the Crow's Nest Pass rates? 

Avt h¥es pr. ein, Starting first with a resolution 
at our annual meeting in November 1949 protesting 
against any change ; in asking the officers to file a 
Brief, the preparation of a Brief, the approval of that 
Brief bythe board .of directors, and now the submission 
Of 4 oi tanger. 


Q. 


u 


And the Brief has been filed, and, with the 
approval of the Commission, I would ask that it be 


taken as read. 


(Brief follows) 
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SUBMISSION OF UNITED GRAIN GROWERS LIMITED 

TQ THE ROYAL COMMISSION ON TRANSPORTATION 

United Grain Growers limited is the oldest farmer- 
Owned commercial organization in Western Canada. 
It is principally engaged in handling grain. It operates 
some 625 country elevators, with terminal elevators at 
Port Arthur and at Vancouver. It has approximately 40,000 
farmer members in the Prairie Provinces. It owns and 
controls "The Country Guide", a monthly magazine devoted 
to agriculture, with a circulation of over 200,000 copies, 
going mainly into farm homes on the Prairies. Established 
in 1906, it has for more than forty years been part of the 
farm movement of Western Canada and has been recognized as 
an accredited spokesman on behalf of Western agriculture, 
particularly with respect to matters affecting the produc- 
tion, handling and marketing of grain. 

We appear before you to oppose the proposal of 
Canadian Pacific that your Commission should recommend 
amendments to the Railway Act which would do away with 
the Crow's Nest Pass rates as fixed by agreement and 
confirmed by statute, and thus place all grain rates 
under the Board of Transport Commissioners. 

The principle of excluding these grain rates 
from the jurisdiction of the Board of Transport Commis- 
Stoners . and of Pe ilatine them by statute has over a half 
century become firmly established in the national policy of 
Canada in relation to the development of Western agriculture. 
We suggest that your Commission would require convincing 
evidence of very substantial danger to the public welfare 
before recommending that an end be made to this historic 
national policy. 


Canadian Pacific in Paragraph 7 of its Outline 
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Submission protests that neither Parliament nor the 
Governor-in-Council should provide the arenas in which 
questions primarily for the administrative tribunal are 
argued and disposed of. 

The fact is that historically Parliament has 
provided the arena in which the question of such rates 
has been argued and disposed of. The whole history of 
the development of Western Canada and of the contribu- 
tion of the grain growing industry of the Prairies to 
the economic welfare of all Cansdas provides justification 
fouithat facte Certainly no change from the present 
statutory control of export grain rates is possible 
without throwing the whole question into the arena of 
Parliament for decision. 

The proposal raises an issue of vital import- 


ance to every producer of grain on the Prairies. Instead 


of enjoying, as at present, Parliamentary protection of grain 


rates, designed to encourage production and increase pur- 
chasing power over the Prairies, farmers would face the 
certainty of substantial increases in grain rates based 
primarily on the alleged overall need of the railways 

for greater revenue. Appendix 1 hereto sets out the 
existing rates from a number of points in the Prairie 
Provinces, to Fort William and Vancouver. It requires 
but a glance at that exhibit to realize the additional 
direct levy that would be made on every producer of grain 
by an inerease of from 30 to 50 per cent. The proposal 
comes at a time when prices of farm products have started 
to decline and when there is considerable apprehension 

of loss of overseas markets for some farm produete .. It 


has become a matter of extreme concern to Western farmers. 
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The rates in question apply substantially on 
grain for export. Upon that fact rest both their 
importance to grain producers, and the Justification for 
control by Parliament. 

In practice it has continuously been recognized 
that grain consigned to the lakehead enters export 
channels at thst point. Its value 4's determined there, 
on the basis of factors which govern export prices. 

Most of it is actually exported from Canada, although 

a portion will move for domestic consumption in Eastern 
Canada. The cost of transportation to the lakehead is 
entirely borne by the producer. He must absorb that 

cost in order to sell his grain on the basis of export 
prices at that point, and he does so whether he sells 
his grain in store in a terminal elevator there or upon 
delivery at a country elevator in Western Candada. The whole 
structure of the Westem grain trade and of grain prices 
has been built upon that principle. ‘The principle is 

the same when grain ig consigned to Vancouver for export. 

The economy of the Prairie Provinces is built 
primarily upon the production of grain for export. That 
is the basic fact upon which this presentation rests. 

The Provinces ef Manitoba, Saskatchewan and 
Alberta, together with the Peace River district of 
British Columbia, include 2 great agricultural area 
which has been developed, mainly during the past half 
century, as a result of a deliberate national policy. 
That development has been based and still rests upon 
agriculture - an agriculture essentially export in its 
nature for the Simple reason that only by export can a 
market be found for its products. Soil and Climatic 


conditions over most of the area lend themselves petu- 
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liarly to grain Growing. The extent of other branches 

of farming is limited not only by natural conditions but 
also by markets. The great bulk of grain produced must 
be exported as grain. Only limited quantities can be 
marketed in the form of livestock products, or even as 
flour. The Prairie farmer must typically be a grain 
producer and one producing for export. Wheat has been, 
and still is, the most important grain, although under 
Special conditions prevailing during recent years, there 
has been considerable export of oats, barley, rye and 
flax. Wheat has thus been directly the foundation of 

the economy of the West. 

It has also contributed very greatly to the 
economy of Canada as a whole. Much has been written 
to show its importance to Canadian industrial develop- 
ment as well as to show that the economic and political 
Structure of Canada has largely been built up in relation 
to its production and export. Expansion of industry in 
Eastern Canada was in large measure a consequence of the 
Opening of the West and its development since the begin- 
ning of the century. Wheat has provided the primary 
reason for enormous investments of capital in Canadian 
transport, industry and agriculture. Crop conditions in 
the West are annually the subject of anxious Scrutiny in 
other areas and crop returns affect business conditions 
throughout Canada. 

One other fact about Western agriculture needs 
to be stressed. In Spite of the great wealth it has 
produced over a period of years, its income is extremely 
variable. Low prices in depression years affect it more 
Severely than is the case with most segments of the 


national economy, while extreme Climatic variations bring 
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about alternate periods of good and of poor crops. That 
variability of income is vividly illustrated in some 
figures published by the Royal Commission on Dominion 
Provincial Relations*. The net cash income of Saskatchewan 
agriculture for the year 1928 is shown at 220.2 million 
dollars. Contrasted with that figure are net cash losses 
for the years 1931-32. Net cash income increased during 
the next few years to 55.8 million dollars in 1936. Recent 
years have again provided high annual cash income for the 
Province ag a whole but large areas, both in 1948 ana 
1949, have suffered severly from drought. 

The development on the Prairies of grain 

growing for export has been a matter of national policy 

Since Confederation, a policy which included both the 
building of railways and the regulation of freight rates 
On grain for export. 

Confederation itself had that development as 
one of its central objectives, as shown by Dr. Creighton 
in his study of British North America at Confederation. ** 

Professor Chester Martin describes the development 


of railway and land policies to carry out this national 


*National Income, Appendix 4 - of the Report of the Royal 


Commission on Dominion Provincial Relations, Page 86. 


**Appendix 2 of Report of Royal Commission on Dominion 


Provincial Relations, pp. 31, °42, 48, 89, 
etal Nelations 
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purpose, as follows: ** 
"But if 1870 marked the end of one epoch it also 
marked the beginning of another. The westward 
expansion of the new Dominion was a 'national 
necessity', and it could be brought to pass 
only by policies truly national in their scope. 
It was determined to retain the public lands as 
a national appanage to be ‘administered by the 
Government of Canada for the purposes of the 
Dominion'. This applied to the new province of 
Manitoba as well as to the territories beyond. 
The twin problems of railways and settlement 
could be solved by no other expedients at that 
time. These were 'good and sufficient reasons 
of public policy'; and they have never been 
disputed; but the process had consequences that 
could scarcely have been foreseen. It trans- 
formed the Dominion from a federation of equal 
provinces into an empire with a quarter of a 
continent of 'Dominion Lands' under direct 
federal administration. For sixty years this 
vast domain was ‘administered by the Government 
of Canada' until the historic 'purposes of the 
Dominion' were fairly achieved, so far as public 
lands could help to achieve them", 

The vigorous immigration policy based on land 
grants pursued by the Government of Canada and the 


encouragement of railway building both by the Dominion 


a“ we eters ee ee 


**Preface to Dominion Land Policy,Page 196, Vol. IT. 
=m nition Land Police 


of Canadian Frontiers of Settlement, The McMillan 
es or Settlement 


Company of Canada, 1938. 
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and by Provincial Governments are too well known to 

need description here. Soon after completion of the 
Canadian Pacific Railway in 1885 it became apparent 

that railway rates as well as railway building required 
attention. 

Dissatisfaction with high rates led to the 
chartering of other lines by the Province of Manitoba, 
and, in 1901, to an agreement with the Canadian Northern 
Railway, under which the Province was to have the right 
to fix rates on the Company's lines between points in 
Manitoba and Port Arthur. That was to result in important 
reductions in rates on grain, which continued for some 
fifteen years. 

It can be understood, therefore, how important 
the question of freight rates on grain appeared to the 
Government of Canada in 1897. In that year, it made 
freight rates on grain part of its agricultural policy, 
when it entered into the Crow's Nest Pass Agreement, an 
important consideration of which was the undertaking by 
Canadian Pacific to reduce existing rates on grain by 
three cents per hundred pounds and that these reduced 
rates should thereafter be maximum rates. ‘That agreement 


was confirmed by Act of Parliament.* The policy thus 
* The same agreement also covered reductions on certain 


commodities shipped into Western Canada, considered to 
be particularly important to settlers. Rates on such 


commodities were eliminated in 1925 from the statute 
and were place under the jurisdiction of the Board of 


Railway Commissioners. When that was done a clear line 
was drawn between the export grain rates in question and 


all other railway rates. 
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inaugurated was emphasized in 1903, when the Board of 
Railway Commissioners was first established. Freight 
rates on grain, having come under Parliamentary control, 
were deliberately excluded from the jurisdiction of the 
Board. 

In 1919, to meet what was considered a temporary 
emergency arising from war-created conditions, the Railway 
Act was amended to extend the jurisdiction of the Board 
to all rates. Temporary increases in grain rates resulted. 
HOwever, it was provided that this Suspension of the Crow's 
Nest grain rates should be for three years only, Pris 
fact emphasized a continuing national policy of keeping 
these grain rates under Statutory control. This policy 
was again confirmed in 1922, when Parliament provided 
for an immediate reversion to the Crow's Nest rates. 

This national policy was once more confirmed 
and was strengthened by the further amendment to the 
Railway Act of 1925, which has stood unchanged since then. 
By it, all other freight rates were put under the juris- 
diction of the Board of Railway Commissioners, now the 
Board of Transport Commissioners. But it provided that 
rates on grain and flour Should be governed by the pro- 
visions of the agreement and should apply to all such 
traffic from all points on all lines west of Fort William 
to Fort William. At the same time Sub-Section 6 was 
enacted. In effect it insured that export rates on grain 
to Pacific ports would be established and maintained on 
a basis corresponding to that applying to the lskehead. 

The fact of a definite and continuing national 
policy on export grain rates is thus established. The 


reason for it is to be found in the national policy of 
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developing the Prairie area of Western Canada on the 
foundation of an agriculture producing grain for export. 
Its justification is to be found in history, and the vast 
contribution which Western Canada has made to the economic 
life of Canada. 
The extent to which the development on the 
Prairies of grain growing for export has been a matter of 
national policy, and the importance of that development 
to Canada is aptly set out in words of the Royal Grain 
Inquiry Commission report of 1938:* 
"It has abundantly been shown in this report that 
in the past no commodity has contributed more than 
wheat to the wealth .and the export trade of the 
country. The settlement of Canada's prairie regions 
was from 1870 onwards a fixed principle of Canadian 
policy. It will be found in an Order-in-Council 
of Sir John A. MacDonald's Government of May 30, 1884 
and was formally adopted and reiterated by Sir Wilfred 
Laurier on February 21, 1905. Through all the years 
and down to recent times great efforts were made to 
induce the flow of population to those territories. 
In the last years of the World W@r, when the world 
was said to be facing the prospect of famine, 
propaganda was conducted under government auspizes 
urging our farmers into the greatest possible 
production of wheat. These lands were again selected 
for soldiers' settlement after the war." 
The whole development of Western Canada, based 
as it was upon an agriculture producing grain for export, 
has taken place against the background of the policy © just 


described. Approximately two and a half million people 


* Report of the Royal Grain Inquiry Commission, 1938, p. 189. 
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have now settled in that area, the great majority of whom 
are there because of the growing of grain for export. 
Every farmer who took up land by homestead or purchase 

waS encouraged to do so by the assurance of Parliamentary 
regulation of grain rates. A quarter of a million grain 
producers have an investment valued at more than two 
billion dollars. Every man who set up business in Western 
Canada was entitled to make his plans in the knowledge 
that the Government of Canada, by its policy on grain rates, 
was determined to foster the business of grain production 
upon which the whole prosperity of the West was to depend. 
The policy began with the agreement between the Government 
and Canadian Pacific. It has developed over the years 

and is today regarded by Western agriculture as having 
established an assured right to Parliamentary control upon 
which producers of grain may rely with confidence. 

There are other reasons why this national policy 
with respect to grain rates should not be disturbed. These 
are found in the peculiar position of the Prairie grain 
producers in relation to the transportation of grain over 
hundreds of miles to terminal markets. They obtain no 
benefit whatever from factors which exercise a controlling 
or regulatory effect in other areas, such as water 
competition, which plays an important part in the regulation 
of freight rates in the central parts of Canada; truck 
transportation which is becoming more and more a competitive 
factor with respect to the movement of other goods; and 
other forms of competitive transportation. 

Producers of grain have no protection what- 
ever from the general principle of railway rate-making 
in accordance with "what the traffic will bear". As 


Canadian Pacific says, the principle is "more correctly 
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stated as being one of charging no more than any type 
of traffic will bear". 

Undoubtedly in a great many cases, and quite 
possibly in the majority of cases, the principle of 
"what the traffic will bear" does provide protection 
against excessive railway rates. An exception, however, 
exists in respect to export grain rates to the lakehead 
and to Pacific Coast points, and in that fact lies one 
of the most important reasons for statutory restriction 
of such rates. With respect to other commodities this 
principle establishes an upper limit to what may be 
charged, or otherwise the traffic will not move It is 
not so with respect to grain. 

So far as Western grain is concerned, it must 
move to export points, almost regardless of the rate. 
Farmers on the Prairies, taken as a whole, must produce 
grain for export if they are to farm at all. They have 
no alternative to accepting both the vexport price avail- 
able at points of export, and the prevailing cost of 
transportation to such points. 

Grain export must go on whether the net return 
to the farmer is high or low. He must, and will, sell 
his grain so long as the price to be realized at the 
point of export provides a margin, however small, over 
the cost of getting it there. So long as the farmer 
remains on the land the Western grain movement would 
not be brought to a halt even by preposterously high 
rates, just as it was not brought to a halt when 
disastrously low export prices prevailed, as for example,. 
during 1931 and years immediately following. The 
Western grain farmer finds no protection whatever in 


the principle of "what the traffic will bear." 
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While we have stressed the relation of the 
Crow's Nest Pass grain rates to national agricultural 
policies in Canada, we also attach importance to the 
fact that these rates were first established by agreement 
We believeCanadian Pacific is still ‘bound to carry 
out the terms of that agreement. 

The Company voluntarily entered into the 
agreement of 1897, and we have no doubt in good faith 
and with a full knowledge of its implications. In 
addition to a substantial Subsidy, it obtained what has 
Since become an effective railway monopoly in a part of 
Western Canada where its line has become valuable because 
of the amount of Originating business, particularly in 
relation to mineral development. the agreement resulted 
in grants of lands and mineral rights. In return, the 
Company agreed to maintain permanently a defirite limit 
to the level of grain rates. The agreement was confirmed 
by statute and only by clear and definite Act of Parliament 
can the Company be relievelof its terms. We join with 
those who maintain that the agreement Is shill aniful) 
force and effect and that Canadian Pacific is bound by 
its terms until relieved therefrom by the other contracting 
party. During the debates in the House of Commons in 1922, 
the then Prime Minister of Canada, the Rt. Honourable 
W.L. McKenzie King, stated: "Unless it can be shown that 
in the public interest there are good and sufficient reasons 
why, what is termed the Crow's Nest Agreement of 1897 should 
not again become operative in July next, the existing 
Statute will not be interfered with." We submit that no 
evidence is before your Commission that it is in the public 
interest of Canada that an agreement which so vitally 


eoncerns a large and important part of Canada should be 
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disturbed, 

In fact, Canadian Pacific, on Page 160 of its 
Submission, states that, Jin advocating the repeal of the 
provisions of the Railway Act relating to rates on grain, 
it "cannot be accused of seeking merely to avoid a 
contractual obligation". On the same page it states 
that between 1903 snd 1917 the reduction brought about 
by the agreement was probably in large measure born by 
Canadian Pacific. (This is to ignore the fact that bet- 
ween 1902 and 1917 the agreement was inoperative because 
of lower rates resulting from the Manitoba agreement with 
the Canadian Northern Rallway). On the following page, 
however, it states that Since 1922 "the probability is 
that the greater burden imposed by the low level of these 
rates has fallen upon Shiipers and consignees of other 
traffic." It then proceeds to Show that in the 21% 

Case, the Board found a deficiency in revenue of the Company 
at something more than 30 million dollars, and that if 

this additional revenue had been derived by an increase 

in rates on grain traffic, as well as on other revenue 
traffic, the resulting increase would have been 18% instead 
of 21%. 

Very“little evidence, however, has been Submitted 
to your Commission to show that this difference of 3% is 
a matter of concern to other interests in Canada. As 
applied to the greater majority of rates, the difference 
would be very slight as compared with the additional levy 
which would have resulted to grain producers in Western 
Canada if grain rates had been increased by 18%. However, 
on Page 55, Canadian Pacific itself Gives en answer to 
the claim of a burden on Shippers or consignees of other 


traffic. It says: "the incidence of freight charges is 
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on the economy as a whole", and "that it is totally 
impossible to draw lines on the map or to establish 
distinctions between groups or individuals, and to assure 
that this area, that group, or a certain type of individual 
is more burdened by transportation costs than is some other", 
In a later section of this submission we show that while 
that statement may be true of freight rates generally, it 
does not apply in Western Canada to rates to water level on 
grain for export. 

AP In considering the relationship of freight 
rates to Western agriculture, it would be well to remem- 
ber that the depression of the 30's remains vividly in the 
memory of Western farmers, The impact of that depression 
was in large measure increased by the fact that Western 
agriculture suffereqfrom a period of both low prices and low 
yields. If during that period of acute distress the 
position of Western farmers had been further impaired by 
higher freight rates, either many farmers would have been 
driven from the land or a much greater percentage of their 
debts would have had to be written off. 

It is true that since 1939, due to better crops 

and better prices, the financial position of Western 
farmers has been greatly improved. However, anyone 
familiar with the history of Western Canada knows that in 


comparatively large areas periods of drought conditions, 


extending over several years, do recur as well as periods 
of low prices, The unrest which inevitably occurs in 
such periods will undoubtedly be aggravated if producers 
of grain must bear a larger deduction from their returns 
because of considerable increased grain rates. 


Low It may well be largely true that in respect to 
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the majority of freight costs, the incidence is, as 
Canadian Pacific Says on Page 55, upon the economy as a 
whole. To the extent that this is so, freight costs are 
indirect, and an increase might be described as an indirect 
levy. In respect, however, of the export grain rates in 
question, the incidence, as already Stated, is upon the 
producer, Any increase in them would constitute a direct 
levy, not only paia by the producer but one of which ,he 
would be acutely conscious every time he received a 
settlement for his grain. There is no fact better known 
to the Western grain producer than the freight rate on 
grain from his Shipping point. Probably no parallel 
Situation exists in respect to any other freight rates in 


Canada , 


ith, [his concludes our direct submission in 


Support of continued Statutory regulation of grain rates 
and incidentally our reply to the argument of 
Canadian Pacific, at Page 188, that "in fairness and 
equity these rates should be regulated in the same way 
and by the same tribunal as rates on other traffic,” 

To abandon the principle of Statutory regula- 
tion, and to put Western export grain rates under the 
jurisdiction of the Board of Transport Commissioners 


would be to leave the Western farmer defenceless against 


demands for higher freight rates. He could not plead 
before that body the need for a national agricultural 
policy to sustain grain growing in the Western Provinces, 
To do so would be vain if Parliament had abandoned its 
long continued national policy in that respect. 

The Board of Transport Commissioners is a 


body charged with the duty of administering and not of 
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framing national policies. It can only be assumed that, 
if the present statutory regulation of grain rates is 
abandoned, higher freight rates would be imposed, 

We can now turn to what Canadian Pacific 
itself has said for convincing evidence as to why grain 
rates, instead of being placed under the jurisdiction 
of the Board of Transport Commissioners, should continue 
to be the concern of Parliament. On Page 61 it says: 

"The principle upon which rates are made today 
by Canadian railways is that the ceiling for all 
rates is fixed by the Board of Transport Commissioners 
in determining the overall level of rates. Below 
that ceiling the railways are free to set rates 
which do not result in undue preference or unjust 
discrimination." 

This makes it abundantly clear that the Board 
of Transport Commissioners, as an administrative body, is 
not in a position to apply considerations of broad national 
policy, such as, in the past, have moved Parliament in its 
dealings with the question of grain freight rates. 

Having discussed the principle of statutory 
regulation of these grain rates it might, under other 
circumstances, have been incumbent upon us to deal with 
the actual level of the rates, Since, however. your Comm- 
ission has decided not to investigate as to whether or 
not the rates are compensatory, we feel we should not 
attempt to discuss their adequacy or to’deal with 
implications that rates at their present level constitute 
a subsidy to Western agriculture. As the -Chairman stated 
on December 2, the matter is of a very contentious nature, ~ 
and we, of course, do not admit that the rates are inadequate, 


Similarly, we shall not comment upon suggestions made by 
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other interests to the effect that although the rates 
presumably should be maintained at present levels, the 
railways should receive a Subsidy to enable that to be 
done. There are, however, certain general arguments 
advanced by Canadian Pacific which we feel both can be 
answered under your ruling, and should be answered. 

Canadian Pacific seems to attach some importance, 

to what might be called the "lapse of time" argument. 
It is stated as follows on Page 162: 

"It seems obvious that if therates on grain and 
grain products Obtaining in 1899 ana subsequently 
were just and reasonable, they must now be unreasonably 

low having regard to the increased cost of 
railway operation and the increase in prices of 
grain since that time." 

And on Page 164 as follows: 

"It should be remembered that existing freight 
rates on export wheat were established at a time when 
they were considered to be appropriate in relation 
to a price of wheat of approximately 70 cents per 
bushel." 

It may be true thatthe existing freight rates 
were first made effective in 1899, when the price of 
wheat was approximately 70 cents per bushel, but there is 
no evidence at all that they were considered just and 
reasonable at that cime or in relation to that price. 
The Crow's Nest Agreement had been made, and the Act passed, 
in 1897, when, as Canadian Pacific shows on Page 100 of 
the Appendix to Part 1 of its Submission, the average 
price of wheat, instead of being 70 cents per bushel, 
was 99 cents. The price had previously been higher. To 


the extent, however, that one-year's price may have been 
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in the minds of either the Government or Parliament 

or of the Reilway when the pact was meade and confirmed, 
the price was 99 cents and not 70 cents. Far from being 
considered just amd reasonable two years later, grain 
rates were then under criticism as being unreasonably 
high. Shortly thereafter, that criticism was to lead to 

a considerable reduction as a result of the agreement 
between the Province of Manitiba and the Canadian 
Northern Railway, as already mentioned in Section 6 
hereof, 

If "lapse of time" is to be invoked, however, 
the year of comparison should be neither 1897, when the 
Crow's Nest rates were agreed upon, nor 1899 when they 
were first made effective. During thet s#rperiod grein 
traffic was extremely small in relation to the size it 
was soon to attain. Comparison should rather be with the 
period 1922 to 1925, in each of which years Parliament 
took action to restore or to confirm the rates. In 1922, 
if Parliament had in mind any range of prices it would 
have been one averaging well above $2.00 per bushel, which 
had prevailed during the period 1916-1921. In 1925, 
Parliament presumably would have had in mind a price range 
in the neighborhood of $1.50 per bushel, such as prevailed 
during the period 1924-1928. It is quite evident, there- 
fore, that to the extent prices were considered at all, 
Parliament regarded, both in 1922 and in 1925, a level 
of grain rates as being just and reasonable in relation 
to prices which compare favourably with prices now 
prevailing or which may be anticipated. 

As is well known, for the five year period to 
end on July 31, 1950, Western farmers are being paid on 


the basis pf $1.75 for their wheat, basis #1 Northern in 
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Store lakehead and Facific Coast terminals, very much 
more than they received during the five year period 
commencing in 1930, No such prices are guaranteed for 
the future, The International Wheat Agreement, recently 
Signed, provides a maximum basis of $1.80 per bushel, in 
terms of Canadian currency of the value in March, 1949, 
The minimum prices, however, which it provides, commence 
on a basis of $1.50 per bushel, and are scaled down 
annually until a level of $1.20 per bushel is reached 
for the crop year 1952-53. In such figures is to be 
found a consensus among experts of the great countries 
interested in wheat that present levels of wheat prices 
will not be maintained, 

Freight rates on grain in Western Canada have 
not been related even approximately to the prices of grain. 
Controlled as they are by factors such as export demand, 
world stocks and the competition of other areas, prices 
of wheat vary greatly over any period of years, In 1932 
when wheat fell below an average for the year of 55 cents 
per bushel, producers on the Frairies paid as high a 
freight rate as during previous years of prices at $1.50 
or more per bushel, As pointed out in a previous section, 
the vulnerability of Western agriculture to wide variation 
in price and to recurring periods of drought is one of 
the strongest reasons for leaving control of grain rates 
to Parliament as part and parcel of its national agricul- 
tural policy. 

Canadian Facific, in its criticism of the 
Crow's Nest grain rates, lays a good deal of stress upon 
comparison with grain freight rates prevailing elsewhere, 
especially in the United States. It has generally been 


held that rates south of the border, under much different 
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ef) Relative genieral levels of freight rates, 

(gz) Relative distances from points of production 
to water level, 

(h) General differences in the eeonomies of the 
two countries and in the operating problems 
of their repective railways. 

There are, however, some points of contrast 
which are generally known ana may be stated with reason- 
able accuracy, 

Nowhere else in the world has there been 
deliberately and purposely developed an export agricul- 
ture so handicapped as that of Western Canada by long 
haul rail transportaion to ports where cheap water 
transportation is available, Development of the great 
plains of the United States where grain is chiefly 
grown was not principally based on export. It came 
about concurrently with, and as a result of the general 
development of the United States. It was primarily 
based upon domestic markets where prices are frequently 
higher that those available for export. It has a popula- 
tion of 150 million to provide directly and indirectly, a 
domestic market for grain and grain products, as compared 
with a population of 13 million in Canada. It has a 
level of national wealth much beyond that ofCCanada with 
which to put into effect policies of price support, 

So, a glance at the table of wheat prices in 
Canada and in the United States at Page 100 of Canadian 
Pacific's Appendix will show that during recent years 
farmers south of theborder have been getting much more 
for their wheat than have Canadian farmers, a difference 
more than sufficient to enable them to absorb any differ- 


ence in freight rates. 
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Canadian Pacific at Page 168 has called attention 
to large acreages and product jon of wheat in the Unitea 
States during recent years, in spite of higher freight 
rates there, The large crops have been mainly due to 
weather conditions, Acreage increases have been mainly 
due to the high prices prevailing in the United States, 
and in any event, they have taken place mainly, not in 
the spring wheat states of the Union, where freight 
rates have been quoted, but in the winter wheat area 
farther south. That area is Subject to entirely different 
conditions as to length of rail haul ana as to markets. 

During recent years, agricultural policy in the 
United States has been devoted to maintaining farmers! 
income. For example,instead of allowing that to be 
restricted by prices set under international agreements, 
the Government of the United States by loans on grain and 
by other means, has maintained open market prices at high 
levels, It meets its obligations under the International 
Wheat Agreement by subsidizing wheat exports at rates up 
to 50 cents per bushel. In recent years farmers there 
have been protected by a program of parity prices such as 
Canada could probably not support. 

Thus, the Government of the United States 
has been following an agricultural policy appropriate 
to the circumstances of that country, while, in this 
country, a national agricultural policy suitable to the 
circumstances of Canada has been followed, 

Canadian Pacific at Page 44 declares that 
Western Canada has held its population more effectively 
than the parallel area to the south. This igs intended 
to demonstrate that development in Western Canada over 


the years has been more Satisfying than in the spring 
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wheat states of the Union. Might .it not be said that 

one reason at least forthat fact must be found in the 

long term national agricultural policy. 

respecting grain freight rates which has prevailed in Canada, 
and on which the economic structure of Western Canada has 
largely rested during the past quarter century? 

Loe By way of summary, our position is that con- 
tinued Parliamentary control of export grain rates in 
Western Canada to the lakehead and to the Pacific Coast 
is necessary, That fact arises from the special nature 
of the business of growing grain for /export and from its 
relation to the economy of the West and to that of all 
Canada. There are further important considerations, 
including the fect that the wheat growing industry is 
vulnerable to world conditions beyond Canadian control. 
The grain rates in question are a direct levy upon the 
farmer which he is incapable of transferring to others, 
Those rates are not, and cannot pel are down by the 
influence of competition from other forms of transpor- 
tation or by the influence of the principle of "what 
the traffic will bear", both of which are highly 
important in connection with other freight rates, The 
development of the grain growing industry and of the 
Prairies generally has been a matter of continuing 
national policy. Such policy, first covered by a solemn 
contract willingly entered ‘into by Canadian Pacific, 
has beenembodied in legislation passed and repeatodly 
confirmed by Parliament. To abandon Statutory control 
and to place these rates under the jurisdiction of the 
Board of Transport Commissioners would be to prevent 
theyy regulation accordign to the principles of a 


national policy which has been the basis of the develop- 
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ment of Canada for half a century. 


We submit, therefore, that your Commiss ion 
should recommend no change from the present status of 


the Crow's Nest Pass grain rates, 


J.E. BROWNLEE, 


PRESIDENT, 


UNITED GRAIN GROWERS LIMITED, 


~— 


spine: bo, Sasa, 


q 
abe 


ei Be bee Gt 


> E9665. = 


APPENDIX I 


UNITED GRAIN GROWERS LIMITED 


**Preight Rates in Cents 
per 100 :Pounds 


From le) To 
Fort William Vancouver 
Port Arthur 

Winnipeg 

Portage la Prairie, Emerson, 

High Bluff, Selkirk 15 

Brandon 16 

Rapid City Ly 

Deloraine, Virden, Miniota, 

Russell 18 

Estevan, Indian Head, Yorkton, 19 

Regina 20 

Humboldt, Assiniboia, Semans 21 

Saskatoon, Asquith,Melfort 22 

Biggar, Prince Albert, Rosetown, 

‘Maple Creek, Duck Lake 29 

*Medicine Hat, Lloydminster, 

*Manyberries 24 23 
*Dulwich 24 24 
*Lethbridge 25 22 
*Cecil 25 23 
*Hardisty 25 24 
*Calgary ,Edmonton 26 20 
*Drumheller, Stettler,Vegreville 26 22 
*Camrose 26 al 
*Red Deer 27 ee 
*Westlock 28 22 
*Athabaska 29° 22 
*Saulteaux 30 aus 
*Faust aT 25 
*High Prairie pe a5 
* Springburn 33 26 
*Grimshaw 34 26 
*Fairview 2D 26 
*Dimsdale 36 28 
*Demmitt Ot 29 
*Lymburn mye 29 
*Pouce Coupe,Dawson Creek 38 30 


*While most of the wheat from Alberta points is shipped 
by way of Vancouver, other grains from Alberta are mainly 
Shipped through lakehead terminals. 


**Freight rates on flaxseed are higher by 14 cents per 
100 lbs. than on other grains and grain products. 
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MR. STEER: Then I propose, again with the 
approval of the Commission, to ask Mr. Brownlee to 
give in summary form the contents of the Brief and to 
comment on one or two other matters which have been 
raised in the evidence which has been given here. 

THE CHAIRMAN: All right. 

MR. STEER: Q.° Is it your view and the view 
of your organization, Mr. Brownlee, that after Confederation 
in Canada a national policy with respect to agriculture 
was developed? 

A. Yes, definitely so. Part of the purpose of 
Confederation itself, carried partly into effect by its 
railway policy, including the Crow's Nest railway agreement, 
continued with a strong and vigorous immigration policy of 
bringing farmers on to the land; and we say that the 
present Statutory regulation of grain has consistently 
been part and parcel of the Dominion policy with respect 
to land settlement and the Bee Nhat and promotion 
of agriculture in the west. 

Q. And that grain farming (that was the objective 
of the policy) would find its market where? 


A. Overseas. 


O 


Overseas and overseas only, obviously. 
A Ihe @reater part of it, yes. 

Q. Then in addition to this Crow's Nest rate 
policy, you have spoken of immigration and land settle- 
ment and railway construction as other aspects of this 
policy? 

Aa Yer, sir. 

Q. What do you say was the result of the application 


of the policy to the west? 
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A. Well, a very large immigration in the west 
in the early part of this century, very extensive land 
Settlement resulting in some 250,000 farmers now on the 
land with a capital investment of some $24 billion; and 
that land settlement, the result both of policies of the 
Dominion Government and also an aggressive colonization 
policy of the Canadian Pacific Railway Company, which 
resulted in the settlement of much of their land. 

Q. Would you refer to the Canadian Pacific Brief 
at page 489 

MR. SINCLAIR: Part I, Mr. Steer? 
Mis Steen: Part T, yes. 

Q. Page 48, the last full paragraph on that page 
refers to the Maritime Freight Rates Act, and I refer 
you to the very last sentence of the last full paragraph: - 

"In short, there are now vested interests 

in this plan on which there probably depend 

some employment and some return on invest- 

ments, both of which might easily be destroyed 

by abolishing or drastically altering the 

system. This would seem to be an adequate 

reason for maintaining it for the present." 

Would you care to compare that Maritime situation with 
the Western situation from the point of view that you have 
Just been discussing? 

A. Well, I would like to make it clear first of 
all that the Maritime freight case is admittedly something 
different from the Crow's Nest Railway rates, and we are 
making no comment whatsoever upon the policy of the 
Maritime Freight Rates set-up. All we Say is this, that 


if anybody has obtained a vested interest in a railway 
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policy and in the Set-up of railway rates, 250,000 
farmers of Western Canada with an investment of $23 
billion have that vested interest, and that the argument 
which is raised in one place should apply equally in 
another. 

Q. Yes, that vested interest that you Speak of 
is a vested interest, as I understand it, in having the 
freight rates in Western Canada under the control of 
Parliament. 

A. Under the control of Parliament, yes. 

9. And not under the control of an administrative 
board? 

A.) Yes. 

Q. Now, does that involve any want of confidence 
in the farmer of the West in Such an administrative 
board? 

Aa Well, in my Opinion, no, not necessarily so. 
The farmer of the West Simply believes that the functions 
of the Board of Transport Commissioners ere limited, 
and that it cannot possibly have regard to all of the 
factors which we think over the past fifty years have 
influenced Parliament in keeping and maintaining the 
Crow's Nest Pass rate. 

We believe that Western Canada agriculturally 
has not yet developed to the point where Government 
planning in a very wide sense (far beyond what the Board 
of Transport Commissioners could contemplate) is still 
necessary, and for that reason we believe that, “as 
has existed in the past, Crow's Nest rates should remain 
under the control of Parliament. 

Q. Now, would you care to give us some of the 


reasons why the farmer thinks that Government planning 


FTP - 19569 - Mr. Brownlee in ch 


is still necessary and why these rates should continue 
under the control of Parliament? 

THE CHAIRMAN: Now, Mr. Steer, before we 
hear Mr. Brownlee, we will take a few minutes recess. 


MR. STEER: Yes, my lord. 


-~--RECESS 


(Page 19571 follows) 
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MR STEER: Q. I had asked you, Mr. Brownlee, if 
you would give to the Commission the views of the western 
farmer as to why he thinks these rates ought to be re- 
tained under the control of Parliament? 

A. J will try to state them very briefly. 

In the first place, I think there are no other 
areas devoted primarily to grain growing so extensive in 
cheracter and so far removed from the points in store at 
which grain must be placed for purposes of sale, suffering 
So widely in differences of fertility, climatic conditions, 
and where no other of the well-knwwn methods of competition 
to rail movement have much effect, The farmer, for ex- 
ample, could not possibly truck his grain to Fort William 
or to Vancouver, and, notwithstanding what was said a 
while ago, we have in the west for that form of delivery 
no water competition. 

In some over fifty years there have only been a 
little over half where the price of grain has been over 
$1.00 a buslel Fort William. If you look back over 
twenty years you will find that the number of years in 
which the price of grain has been over $1.00 a bushel is 
a very low number. Therefore you cannot take the income 
of any one year as a guiding or controlling factor in 
estimating the well-being of the farmer, 

We say, too, in one page in our brief, that even 
the principle of which the railways speak sometimes, what 
the traffic will bear, does not apply to the farmer on 
the land, for the simple reason that he has to sell his 
product, he has to sell it at whatever the world price is, 
and he has to sell it regardless of the cost of getting it 
to market, unless you get right down to a price which 
might prove to be so disastrous to him that he would sit 


back and say, "Well, if I have got to lose anyway, I may 
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2s well lose by not delivering," 

Q. What is your view as to the incidence -- we are 
now talking about an ares where grain is produced for 
export? 

A. Yes, sir, 

Q. What is your view as to the incidence of an 
increased freight rate on such an erea? 

A. Well, we agree completely with what my good friend 
Mr. Wesson said this morning or yesterday afternoon, that 
is, that the western farmer must get his grain to one of 
the storage points, offering points, at either Vancouver 
or the lakehead., The whole structure of the grain business 
in Western Canada over fifty years has been built iF 6 ae 6g 
our opinion, on that principle, that the farmer gets +r: 
his grain at his own cost to elther one of two places, the 
lakehead or Vancouver. | 

Now, I brought with me, for example, the method 
in which we buy grain st the present time in our country 
elevators. I have two cards here, one for Alberta and 
one for Manitoba and Saskatchewan. These cards are made 
up for us by the Canadian Wheat Board, and they show on 
the basis of $1.75, which is the basic price this year, 
the different grades of grain, the standard grades first 
and then those that are below standard, the different 
freight zones -- this card showing the freight zones in 
Manitoba and Saskatchewan, and this one in Alberta -- and 
the amount which we sre permitted to pay as agent for the 
Wheat Board to the farmer in each of those zones, 

For example, No. 1 Northern on the basis of $1.75 
-- I may say that the handling charge is also deducted -- 
we pay in the 14¢ zone $1.62, in the 15¢ zone $1.61 and a 
Small fraction, in the 20¢ zone $1.58, and in the 25¢ zone 


$1.55; in Alberta in the 30¢ zone $1.52, 
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Now, those are the payments which we actually 
make, which shows that the farther a man is from the point 
of delivery the higher is his freight rate, 

MR STEER: Could we file these, my lord? 

THE CHAIRMAN: Yes. How would you describe them? 
Whet is the heading to them? | 

THE WITNESS: Wheat Board Price: Listy smyo lend: 

----EXHIBIT 263: Filed by Wheat Board Price 

Mr. Steer List - two cards, one 
for Alberta, one for 
Manitoba and Saskat- 
chewan, 

THE WITNESS: We can have more of those, I think, 
Sent down. We get them from the Wheat Board; I fancy we 
can get more if it is desired, 

MR SeeERt oO. Tt follows, then, Mr, Brownlee, from 
what you have Said, that the farmer at the more distant 
point from Fort William receives less for his ‘grain than 
he does at the nearer point to Fort William? 

Me UL think that! is clear, yes. 

Q. It is clear from the exhibit? 

A. Yes, 

Q. When that grain comes to be sold in the terminal 
elevator it must command the same price no matter where it 
originated? 

A. Quite. For example, there is no No. 1 Northern 
wheat Regina, no No. 1 Northern wheat Saskatoon, Grain is 
Sold No. 1 Northern at Fort William or Vancouver, and there 
is no difference at all. In fact, the purchaser in my 
Opinion has no interest whatever in where that grain came 
from; he acts on the Supposition that the grain is there in 
Store to be loaded on boat when he wants ui re 

Q. Now, if the Canadian freight rate should be in- 


creased, can that cause an increase in the Fort William 


price? 
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A. You mean an increase in the Canadian rates? 

Q. In the Canadian freight rate, 

A. I express the Opinion of our organization, that it 
would have no effect whatsoever so far as increasing the 
cost. In other words, the farmer pays the price to the 
point where his grain is offered for sale, 

Q. Would you care to express an opinion as to whether 
there are conditions under which an increase in freight 
rate might result in higher prices for export wheat? 

A. Well, we offer no opinion at all as to what heppens 
after the grain is at the store point. Conceivably the 
cost of transporting grain from the in-store point may 
have some effect on price in Liverpool. We would think 
ourselves that unless there was Some much wider change in 
the freight rate structure than one simply local to one 
producing country, it would have no effect. For example, 
if you had water transportation costs universally increased 
So that from V neouver, Buenos Ayres and other places there 
WaS a general increase, then we would Say that that would 
have an effect on price to the ultimate consumer; but we 
do not think that any change locally in one country, such 
8s increasing freight rates to Vancouver or to Fort William, 
would have any effect on price, 

Q. Now, you have heard the opinion expressed here and 
have read it in the evidence, that under ell circumstances 
the consumer pays the freight, and you have heard another 
expression of opinion to the effect that under all circum- 
Stances the producer pays the freight. From what you have 
told me I understand your position is between the two; you 
Sey that if there is en increase in freight rate over 
SO small 3 portion of the world supply as the Canadian 
area, that cannot have any effect on the world price at 


shipping points? 
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Piney Ls our view, yes, 

THE CHAIRMAN: Q. Does that mean, Mr. Brownlee, 
that your view is that in so far as the carriage in Canada 
is concerned the freight rate is paid by the shipper? 

A. Yes. 

Q. In’ so far as the carriage from then onward is con- 
cerned, it is paid by somebody else? 

A. Well, in so far as the carriage from there on is 
concerned, we think there are many factors entering into 
it, and at one time it might be a part of the price and 
at another time it might not; but the Canadian farmer in 
my opinion is interested up to the point of his delivery, 
and there may be other factors, quite other factors, 
entering into the question of the freight from there on, 

Q. He takes his price at that point minus the 
carriage? 

A. Minus the carriage, yes, sir. 

THE CHAIRMAN: I see, All right, Mr. Steer, 

MR STEER: Q. The statement’ is made that the con- 
sumer in his price pays the cost of production, including 
transportation costs. 

THE CHAIRMAN: Would you put it sgain? 

MR STEER: Q. The statement is made that the con- 
sumer in his price pays all costs of production, including 
transportation costs. I would like you to comment on 
thet, Mr. Brownlee, if you will, from the point of view 
of what happened in the west in the depression years? 

A. Well, I an pretty reluctant, of course, to set my 
view up against views of outstanding economists, but it 
Seems to me that a statement to the effect that ‘ trans- 
portation costs must be part of price paid by the consumer 
fails to take into consideration the peculiar position of 


the farmer back oyn the lend. His costs cannot be mathe- 
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matically figured. It rests first of a11 upon what his 
standard of Savings s going to be, what you are going to 
agree is going to be his standard of living, and it seems 
to me that it is entirely a question of what the price 
range is. There may be times when we can say that the 
price is such that the farmer does get back the various 
factors and that there ig enough left to give him a reagson- 
able standard of remuneration for his own work and labour, 
On the other hand, I think that there are many, many times, 
and probably going back over fifty years the greater part 
of that time, when I do not think thet that applied. For 
example, I would find it very difficult, looking back at 
what we faced in the thirties in Western Canada, I would 
find it very difficult to understand why there could have 
been such a tremendous problem of debt load built up over 
Six or seven years in the thirties, if you had that prin- 
ciple applying, that the producer was getting back his 
cost of production plus a reasonable Standard of living, 
And unfortunately some of us had quite a bit to do with 
government policies in trying to work out that problem of 
debt adjustment. In short, I say that, having regard to 
Western Canada as it is today, as it is from year to year, 
the price range that prevails from year to year, I cannot 
accept the statement, unless on a very, very long-range 
viewpoint, that the farmer does get back all the costs of 
production plus a reasonable wage for himself. 

Q. Then would you give to the Commission your views on 
the contract element in this Crow's Nest rate structure? 

A. Without going into any legal argument, our view is 
the same as that expressed by others who appeared before 
the Commission. We Say that the present Crow's Nest rates 
had their origin in an agreement. It is our view that 


that agreement is still binding, that it has not been 
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terminated, and that it cannot be considered as terminated 
until Parliament has Spoken, Besides thet, as I pointed 
out a while ago, we think that there is a tremendously 
heavy onus of proof upon the railway companies in asking 
to have any change in sovernment control of freight rates, 
first because of the agreement and the benefits received, 
and secondly because of the extent to which they them- 
selves joined with the Dominion and the Dominion ‘joined 
with them in putting farmers on the land on the basis of 
the Crow's Nest Pass set-up. 

Q. You heard Mr. Wesson's evidence yesterday as to 
his personal experience? 

A. Yes; and there are a lot of Jack Wessons in Western 
Canada. 

Q@. Then at page 168 of the Canadian Pacific brief, 
Part I, there is a section there that puts forward an 
argument based on lapse of time, Would you give the Com- 
mission the benefit of your views on that? 

A. Well, our brief tries to set this out, summing up 
as briefly as I can, that in the first place there is no 
evidence whatsoever that the rates established in 1897 or 
1898 had any relationship to the price of grain at that time, 

THE CHAIRMAN: Pardon me. Where is this to be 

found on page 168? 

MR STEER: Page 168, the first complete paragraph 

end following, my lord: 

"Canadion Pscifie does not suggest that freight 
rates should follow ordinary fluctuations in commodity 
prices," 

And then they go on to point out that 70¢ was the price 
back in 1899, and that at a later date the price in 1949 
was $1.75 8 bushel, 150 per cent above the 1899 price, yet 
the freight rates remain at the 1899 level. 
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Q. Now, Mr. Brownlee, you say in the first place 
that there is no evidence that there was any relationship 
whatever between the prices of grain and the rates estab- 
lished in 1897? 

A. That is my view, yes. Secondly, that up to 1918 
grain wes carried at less than those rates, 

Q. That appears clear from the evidence here with 
respect to what happened in Manitoba? 

fis gi Leas And thirdly, that the egreement was again 

| before Parliament in 1903, 1919, 1922, ana again in 1925, 
when at some times the price of grain was away beyond what 
it is today. 
THE CHAIRMAN: @. You mean higher? 

A. Higher, yes. 

MR STEER: Q. The price in 1925, for example, the 
last time this matter was before Parliament, would be what? 
A. I am not so sure of 1925, but I think in 1922, 
when the Crow's Nest rates were re-established, that the 
price of grain was well over $2.00 per bushel. We say on 

page 15 of our brief: 

"In 1922, if Parliament had in mina any range of 

prices it would have been one averaging well above 

$2.00 per bushel, which had prevailed during the 

period 1916-1921," 

In 1925 the price ‘was around $1.50 2 bushel. 

Q.- Then you heard what Mr. Wesson had to Say yesterday 
with regard to the attitude of the farmer in the 1950" s , 
when he was getting very low prices for his grain? 

A. Yes. There was no suggestion back in the thirties 
that freight rates should be reduced, They were not 
reduced, in spite of the very low prices that prevailed, 
and I do not think the railway companies themselves would 


ta agree to such gs control as would have the rates reviewed 
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from year to yeor on the basis of price, Probably I 
should point out, as Mr. Wesson did, that at the present 
time the price of grain anyway is controlled by the 
International Wheat Agreement, and remains in full force 
end effect for four years, 

Q. And appears to be on a--- 

A. On a declining basis. In other words, if we can 
look at the International Wheat Agreement at all as 
evidencing the outlook which the framers of that document 
had in mind, they contemplated a declining market over the 
next four years, because of the lowered minimum, minimum 
rate, that was | Introduced, starting at $1.50, to $1.40, 
$2.50, SLIB0t 

Q. Then there was some evidence given by Mr. Jeffer- 
son, commencing at page 15185 of the record, in which 3 
comparison is made between grain freight rates in the 
United States and those prevailing in Canada. Would you 
give the Commission your views on the validity of eny such 
comparison? | 

A. What we have tried to say in our brief, I think, 
can be stated briefly as follows: 

Mimetof-Elyy think Wt ts quite an accepted 
principle in Csnadian rate-making that you cannot look at 
the United States unless you can show that the conditions 
are absolutely on all fours, Now, we say that before any 
conclusion at 811 should be drawn between the United States 
rates and Canadian rates, there would have to be a very 
Wide and exhaustive study into 9 great many factors, such 
as the extent to which population in the United States 
creates a home market, which we have not here; the extent 
to which the great wealth of the United States gives them 
the power to put into effect agricultural policies to 


Sustain prices, which we have not here; the relative 
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importance of grain export to the national economy in the 
United States as compared with Canada; the price structure; 
the relative productions of Spring and winter wheat; the 
relative general levels of freight rates and relative 
distances of production to water level. In other words, 

we protest against the use of any comparison with respect 
to rates unless all of those factors are first considered, 
which would mean ea very long and a very exhaustive Study. 

MR SINCLAIR: I am sorry to interrupt, Mr. Steer, 
but are those reasons that Mr. Brownlee just gave the 
Same reasons that are on page 17? 

THE WITNESS: Yes, they ere the same reasons, 

MR STEER: Yes, they are. On page 17 of the 
brief, my lord, 

THE WITNESS: Just one other thing, that I believe 
I gathered from Mr. Jefferson's evidence: That is, that the 
question of the difference between Canadian and American 
rates consistently been before Parliament in all its 
consideration of the Crow's Nest Pass agreement. I believe 
it was agreed by Mr. Jefferson that back in 1898, taking 
the Whately distance as comparable with Regins, the rate 
Was greatly in excess of the Regine rate; that it was true 
again in 1922, when the Crow's Nest Pass rates were re- 
established; in other words, we say that that same argument 
or that same situation of difference in rates has prevailed 
from the time that the Crow's Nest Pass agreement was 
first established, was first made. 

MR STEER: Q. Now, would you give the Commission 
your views on a question which was raised by Mr. Commission- 
er Angus on inflation as beingg in the minds of the people 
who enacted the Crow's Nest st:atute in 1897? 

A. Well, Mr. Steer, I per;sonally was very greatly 


interested in the questions whzich Commissioner Angus 
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raised. I have forgotten the page on which it is reported. 
I felt that possibly some comment from one of the farm 
organizations should be made, 

Our view is this, that the Government of Canada 
has already had to meet two periods of inflation. First 
there was the period of the First War, and it met that 
period, it met that problem of inflation, in one way. It 
did not put any ceiling on prices, and it allowed the 
Crow's Nest Pass rates for the time being to be increased. 
After the last War it faced the problem of inflation in 
quite a different way -- Parliament did, or the Government, 
whichever you wish to say -- and one of the controlling 
features I think in the Government policy in relation to 
inflation was a definite ceiling on agricultural prices, 
keeping down agricultural prices. For example, in 1943, 
when the price of grain got to $1.25 a bushel, the Grain 
Exchange was closed, and from that time on it is my sub- 
mission that the production and sale of grain was a definite 
factor in the Government's plan to control inflation, 

I think it is pretty generally admitted now by a11 people 

that es a result of the ceiling prices, the controls, the 
farmers of Western Canada have lost 3 vast amount of money, 
and I suggest that if st the same time that those controls 
were on some other board like the Board of Transport Com- 
missioners could have permitted freight rates to go up, 

there would have been a very unfortunate situation in 

Western Canada. In other words, what I am suggesting as 

our viewpoint on that question is that it does not go to 

the question of where the control is. In fact, we say 

that where a government has to wrestle with the problem | 
of inflation and has to deal with different 

factors such as agricultural prices, it should also have | 


control of such matters 38S railway freight retes. Of. 
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course, I think that we can Say with reasonable accuracy 
end fairness that the farmer has already, as fer as agri- 
culture is concerned, entered the period of deflation; 
there are much lower prices prevailing today than have 
prevailed for some little time. 

THE CHAIRMAN: Q. What have you in mind when you 
say much lower prices prevailed? In what? 

A. Well, it is only a short time ago that No. 2 wheat, 
that is, the wheat that was sold outside of Great Britain, 
was selling as high as $3.40 per bushel. 

Q. You are talking of wheat, then? 

A. Yes, of grain. And the same is true of other farm 
products. With the cancellation of the British contracts 
I think that there has been 2 lapse, a falling off in 
prices of other farm products. In other words, I think we 
can say that the farmer's income today is not whet it wes 
two or three years ago, and that therefore agriculture may 
be entering the period or may have entered the period of 
deflation, | 

MR STEER: Q. Your proposition, then, Mr, Brownlee, 
is with regard to inflation that at the time of the First 
War prices were ellowed to take their own course, and 
freight rates were increased accordingly? 

A. I do not know that I would say that prices were 
completely allowed to take their own course, but they were 
allowed to go much higher. Wheat, for example, I think at 
One time during or just after the First War went as high as 
$4.00 per bushel. Now, in the Second War we know that, as 
I say, the Grain Exchange was closed definitely when wheat 
got to $1.25, we know there were controls subsequent to 
that, and we know that under the British Wheat Agreement for 
two years wheat was sold below $2.00 3 bushel, and in the 


last two years at $2.00 a bushel, which was eonsiderably less 
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than what could be considered the world price, and the 
farmer has lost. I think it would be unfortunate if at the 
Same time another board dealing with another phase of the 
farmer's agricultural problem could have permitted freight 
rates to increase. In other words, I am simply trying to 
Suggest what was put in a very excellent way by other 
witnesses, that we still in Canada must face and will 

face for some years very difficult problems with respect 
to farm income, farm prices and farm stability, and that 
all of the reasons which have caused the Dominion so far 
to retain its control of freight rates still exist. 

Q. Then there is just one other matter on which I 
will ask you to comment, A couple of instances were given 
here, one in the grain market in the United States in 
1929, and one in the grain market in I think Canada in 
1922. These two isolated instances were put forward, as 
I understand it, for the purpose of establishing the pro- 
position that freight rate increases and decreases are 
immediately reflected in price. Perhaps you will deal 
with those two instances? 

A. You are referring, of course, to the first instance 
given, where in Chicago, I think it was in Mey 1929, the 
Government announced a decrease in freight rates, and the 
Suggestion was made that that was immediately followed by 
@ fall in prices. Now, I can only give here again a view- 
point that I do not claim to be my own entirely, but 
one that is the viewpoint of our organization and our grain 
Salesmen, the men who are selling grain all the time. 

Dealing with the 1929 situation, my first comment 
is that anything such as happened there does not happen 
over night, like a change in the budget, and that the 
effects of a change are discounted; if they are going to 


have an effect at all, they would have been discounted long 
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before the date when the change was put into effect. We 
Say that that decline was not caused by the drop in price 
IEEE SS at mey have been affected Somewhat by a psycho- 
logical attitude on the pert of purchasers, which has an 
erreétiet times, but we believe that was discounted if 
there was any such thing there, discounted long before, 
We think that that was a decline that Simply followed the 
course of the Chicago market at that time, end I have had 
looked up for me the Chicago price of May wheat. On May 
end it was $1.13 a bushel; by May 27th it had fallen 
almost 15¢ a bushel, or to 98-5/8¢; by May 31st it haa 
fallen to 94-5/8¢. So you have uniform trend in the 
market during the whole month of May, 

THE CHAIRMAN: Q. When did this decrease in rates 
Occur? What was the date of that? 

A. I think the suggestion was, it was on the 28th or 
e9th -- the 29th of May. 

MR STEER: Of 1929, 

THE CHAIRMAN: Were we not told that up to that 
time there hsd been a rising market? Mr, Sinclair, is that 
not right? 

MR SINCLAIR: Pardon me, my lord? 

THE CHAIRMAN: Were we not told by Mr. Armstrong 
that up to that date the market had been rising? 

MR SINCLAIR: I have not got all the figures here 
-- they are in the transcript -- to show the market trend, 

THE CHAIRAMN: Well, Mr. Brownlee has just given 
us figures to show something different. 

MR SINCLAIR: Our figures were given out of the 
official statistics of the Chicago Board of Trade, 

THE CHAIRMAN: There cannot be any mistake sbout 
the figures, because there they are; they are easy to obtain. 


THE WITNESS: Yes, they ere easy to obtein, sir, 
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MR SINCLAIR: TI am having these figures checked, 

THE CHAIRMAN: They are important, because we 
were told that here was a market going upwards, and 
suddenly it goes down on account of a certain action taken, 

MR SINCLAIR: TI will have to check this, and 
cross-examine, 

THE CHAIRMAN: ‘Then there is recovery from the 
action,,.and 14 B0es up again. Now, Mr. Brownlee Says that 
the market, on the contrary, was going down all the time 
before then, 

MR SINCLAIR: Well, my lord, I do not want to 
argue this in the middle of Mr, Steer's examination. 

THE CHAIRMAN: It is not ergument; it is a matter 
OF Lact, 

MR SINCLAIR: Well, I have not got the figures at 
hand. 

THE WITNESS: These figures were given to me by 
our Winnipeg salesmen, and there are other factors as to 
which probably I had better wait until I am questioned by 
my learned friend, but I would point out too that in the 
reference which was made on page 18052, there is a refer- 
ence there to Commissioner Meyer of the 1.0.0; ‘and, he 
himself is quoted as Saying that that offers no acceptable 
test of the effectiveness of export rates as part of the 
rate structure, that they were emergency rates which were 
put into effect late, 

THE CHAIRMAN: Q. Where do you find that? 

A= hat 18 et page-~«- 
Q. It is in the evidence? 
A. Yes, 

MR SINCLAIR: Do you think you have properly inter- 

preted that, Mr. Brownlee? I don't want to interrupt you. 


MR STEER: Go ahead. 
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MR SINCLAIR: Q. I just wondered if you had 
read the whole statement? 

A. I have only read whet is in here, and I gathered 
that in two places that is said, If I am wrong I will be 
glad to be corrected. There are other reasons which I 
will hold for the time being as to why we feel that there 
was a decline in rates at that time, and that this was not 
Just something that resulted from 3s change in freight 
rates. Now, when we come to the last incident--- 

MR STEER: Q. You said a decline in rates; you 
mean a decline in price? 

A. Yes. 

Q@. The price of wheat? 

A. Yes. Now we come to the last one, the one that 
was mentioned the other day, and again I am simply giving 
you what has been sent to me by our sales force in 
Winnipeg. I will state it as follows: I personally do 
not recall the market of July 1922, but our sales force 
do point out that it was towards the close of the year. 
We hed marketed a crop of some 300 million bushels. 


Q. Toward the close of the crop year? 


(Page 19587 follows) 
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A. 300 million bushels, the close of the crop 
year. There had been some 300 million bushels harvested 
and we were facing another crop when 400 million bushels 
were harvested, which is a very large crop. Again, 
our information is that there was a steadily declining 
price for grain which began in June 1922 and extended 
right through in September. If we take, for example, 
the October future, in June 1922 the October future 
had a high of $1.22 and a low of $1.14; July, high 
$1.22 and low $1.10; August, high of $1.11 and low of 
95¢; September, a high of $1.02 and a low of 93¢. In 
other words you had a declining market due to the 
large crop that was coming on. 

MR. SINCLAIR: Mr. Steer, were you giving 
cash prices there? 

THE WITNESS: I am giving the October future. 
I will now give you the cash prices, and our information 
is that the average cash price in May 1922 was $1.44, 
in June $1.33 , in July $1.36, August $1.18, September 
$7200: 

MR. SINCLAIR: You have not got it day by 
day? 

A. No, I did not get it day by day, but I 
think those figures show that you were in a declining 
market due to a very large crop coming on. I will go 
on and say this much further, that the Stanford University 
wheat studies, which are considered as an authority, 
have this to say about the period from 1920 to 1922:- 

"In the period of deflation which 

occurred in many countries in 1920-22, 


almost all commodity prices fell heavily, 
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more-or-less regardless of the Special 

conditions affecting demand ana Supply in 

the usual sense. Wheat prises fell among 

others. Most of the decline in wheat prices 

in 1920-22 was due to this fact, nov to 

conditions peculiar to the wheat market. 

The second influence...." 

(that is, the conditions peculiar to the wheat market)' 

",...did affect to some extent the price 

and purchasing power of wheat. Available 

Supplies increased at a rate faster than the 

demand. In the earlier post-war period an 

important factor was the release of stocks 

tied up in Argentina and Australia through 

lack of shipping and of Government stocks 

in European countries." 

That is the statement. I have. not the page, but 
this was sent to me by wire. We will get you the page of 
the reference to the Stanford University wheat studies. 

I can only say too that we have been unable to 
find any reference whatsoever in any of our reports, in 
any of our papers, or in the Stanford evidence, statistical 
information in Winnipeg, that the reversion to the price 
in 1922 had any effect at the time it was put into 
effect. As a matter of fact the Order-in-Council was 
passed the month before that, so that it took nobody 
by surprise anyway. 

COMMISSIONER INNIS: Mr. Brownlee, you said 
Something about your general lack of interest in the 
Maritime Freight Rates Act. 


A. I beg your pardon? 
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Q@. You said Something about your general lack 
of interest in the Maritime Freight Rates Act. 

A. Now, please don't misunderstand me there. 
What I intended to infer was that in my reference to it 
we were not criticizing it at all, and that I was not 
raising this reference at all for the purpose of discussing 
it, but only to apply the principle which was set out 
in the Brief of the Canadian Pacific Railway Company; 
that because certain industries had obtained the vested 
interest in a set-up, then it Should not be changed 
although they didn't like it ana wouldn't want it extended. 
Now, we say that just to the same extent there has been 
a vested interest. - if you can Say there is a vested 
interest at all in frei ght rates, it has been created 
in the West. 

Q. Well, you are aware that the Maritime Freight 
Rates Act was to a very important extent based on the 
argument that the Crow's Nest Pass paees had been 
applied to the West and consequently there should be 
a parallel? 

A. That may be true. We don't admit of course, 
for one minute, sir, that there was justice in that 
claim; neither do we admit that the Crow's Nest rates 
at the present time are non-compensatory. In fact 
we say they are compensatory. 


Q. 


<7 


Yes, I was not raising that question. 


THE CHAIRMAN: All right, Mr. Covert. 
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EXAMINATION BY mR, COVERT ; - : 
ee GV OVERT ~ 


Q. Now, Mr. Brownlee, you Seemed this morning, 
I think, to lay Special emphasis on the fact that there 
is only one form of transportation for wheat, and it 
seems to me that one of the theories igs the monopoly 
position which the railways hold so far as the trans- 
portation of grain is concerned. Is that correct? 

A. I would prefer to put it on the basis of lack 
of competition of other forms of transportation. 

Q. Lack of competition? 

A. That is one of the theories, yes. 

Q. What I wanted to get at is that if they have 
@ monopoly on the movement of grain, that the farmer must 
move his grain by rail regardless of what the freight 
may be, that is one of the fears that the farmer in the 
West has. Is that COrrect? 

A. That is correct, yes. He must move his grain 
regardless of price and regardless of rate, yes. 

Q. And because of this he feels that the Board 
of Transport Commissioners is in no position to deal with 
the matter really. If it is left to the railways to make 
their application for an increase in grain rates, the 
farmer feels that the Board of Transport Commissioners 
cannot properly take into account that monopoly position? 

A. Well, it is one of many factors. We say that - - 

Q. Lam not limiting it to that one entirely. 
I just want to explore that one if I may. 

A. We agree that one of the fears of the Western 
farmer is that if the rates are placed under an administra- 


tive board -such as the Board of Transport Commissioners, 
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all of the various factors under which agriculture carries 
on in the West cannot be looked upon, they cannot take 

the broad picture. One of the elements is the fact that 
we have no form of competition to the railways in the West 
in the local movement of grain. 

Q. Now, in your view I Suppose, the C.nadian 
National and Canadian Pacific are fairly comparable in 
that respect, the question of the grain that one hauls 
as compared with the other? 

A. I have not attempted to fina figures, but we 
take it generally Speaking, one year after the other, 
that it is probably 50/50. 

Q. And the fact that there are two railways, 
do you suggest that that makes your position any better? 

A. Oh, I presume somewhat better, but they don't 
Serve the same territories at all, and the rates are 
uniform. 

Q. That is what I wanted to fina out. As far 
as the movement of grain is concerned, do the two railways 
serve comparatively different territories? 

A. I think so, yes. I think if you take a map 
you will find that while in some places their lines are 
Close together and we have elevator points where both 
lines are at the point, I would think that the map would 
Show that in the wide view there are territories which 

are rather exclusively served by each line. 

Q. Now, I have Exhibit 141 that I wanted to show 
you, Mr. Brownlee. That is a map Showing the Canadian 
Pacific rail lines in Canada, and I want you to look at 


the Western provinces of Manitoba and Saskatchewan and 


agrvesacowneren hin Agta: sabny Bees) rant este 
. ich aad Wt Nahi Ae 
oe 


pins ceeamayyehe" saman lod ik sinha we 
emt ad dsenal ih ~ i muito 
Sool OMA AP. ae ybides eae Ot sont rama $e tot ou seal 
| , facta: 40 J @amavon tecod: prea 

f Oe ee iB he eee [ waty thoy mt .werl, a ae ith 


aT 


i 


sew rg ey 


a 


x 
“i er is ia’ % - “> 


Py y oe ee past “abuts 5 CEA, | treks CRE hah fut wi eee hi. NSE ba 4 ont: rie thamnd | ye? Aieinodd a ae * 


Se. ee? tend aber ad -Tey ea easep aad doaqaer Jans " _ 


<paredne wrist. i Ee bet Bawioo ae a 


ae 2 " 2 f i 
x i eerie FS bert! oF bectimeg sh. 2 oat ved J. a, AY } 
Bs 
“ *ochiol er. e900 Fees | Shige Vilsrensg s2-euer 
fu ; te vee : ro : ¢ : 
. | | Oo be yitidorg etn sae a 
¥ 4 ; a " j a m! 
ie srawlio oom oe opond: SRM IReD Ons, Daa. Vo ., ae 
; q ? 4 ., , dé 


“ cy 5 aa ie re = is ; oft Pie sae ie Le an ei ee My eg " & fi +: ap me . re ORNS MOY... On - 7 » } 


ie 2 7 
i uk? wile? dyed. yee ated. fetestad govgera T .fO 3B ; . 
ie wie. woder ond Dine (die Oe Seto hiss: Bese: ore eve eg.’ ), 
%) ’ ; : 
ih ‘ a qj 

Y . , Srey Ses , 

fe } a 

: | Fe ve Shy ei SP PES \ i bw Cit at 3ant® . &. a i 


a r| = i 
, hkicAY eet GA ab .eerseameas al dipye To teaemsvom eng Bs : 


er. Pee peodttored trepelttbh  glevitedtaqnao svTee 
Fiat ha oe, ES owe me. OR Meine T/A 


amos. rf pte part: batt. Lt ttw poe 
i” Nod iarortiy etigtda: TOC era S Gaeiet a. One. TOMVSgov 93019 
| ie tit Bio, 7 ghtetog: ot da ove events , 
eid da) “Sane eg cue ait oe Gat Db Woda: J 
sie Kaira gk Reena ena ‘VtigbadLoxe vente ors 
: Se: r sity GAL! | REESE: abe Tr wom 6.2 
BET. ots auitworts. awe & ab act Padaesnen - TH. OX 
oe ger inst: Bart whhseuad) ret eomkk tite etttony 
nica scirises Cars sinc hat a aadatvons mueraaw srt 


iy! ih ' Ay si ee J af 


FTP - 19592 - Mr. Brownlee 


Alberta. Does that indicate fairly well that the Southern 
part of the Western provinces is pretty well served by 
the Canadian Pacific? 

THE CHAIRMAN: Well, Mr. Covert, we will 


adjourn now. 


---The Commission adjourned at 1:-- p.m., to meet again 
at 2:45 p.m. 


(Page 19593 follows) 
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Ottawa, Ontario, 
Wednesday, March 29, 1950. 


AFTERNOON SESSION 
a ED LON 


eee nos O', he BROWNLEE, Recalled. 
DROWN 


MR STEER: Before my friend Mr. Covert begins, 
my lord, Mr. Brownlee promised this morning to give a 
reference to a quotation which he made from the Stanford 
Wheat Studies, 

THE CHAIRMAN: Would you please speak louder? 
From where you are it is hard to hear. 

MR STEER: Mr, Brownlee promised to five a refer- 
ence to a quotation which he gave from the Stanford Wheat 
Studies. It is volume 1, number 1, page 4, publication for 


December 1924, 


EXAMINATION CONT'D BY mR COVERT: 

Q. Mr, Brownlee, I showed you this morning, I think, 
Exhibit 141, but I have Exhibit 9 here, which perhaps is 
better, and which Gives the lines of both railways. I think 
the ones in red are--- 

On P. 

Q. * C,P.s and the" ones in green are C.N. 
MR SINCLAIR: This is a C.N. map? 
MR COVERT: Yes, 

Q. What I had rererence to, Mr: Brownlee, was this, 
thet Mr. Wesson in giving evidence had referred to the 
monopoly of Southern Alberta and Southern British Columbia, 
and he said that this was created for the Canadien Pscific 
by the Canadian Government through the Crow's Nest sgreement 
-- thet appears at page 19450, when he was giving his evi- 
dence. I was wondering if that wes tied up in your thinking 


too as far as taking the rates out of Parliamentary control 


W8S concerned? 
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A. Well, undoubtedly st the time the Crow's Nest 

egreement was entered into the Canadian Pacific did get 
benefits, one of which was the control of 9 certain 
territory in Southern British Columbia, one of the benefits, 
Now, if by your question you are asking me to say whether 
at the present time my thinking end that of the people 
I speak for may be influenced by the fact that the Canedian 
Pacific has an apparent monopoly over quite a large area, 
I think I would Say no. I do not think I could say that, 
L think*ic? tes wider question todey. I think you cannot 
Just point to one thing and say that that is a governing 
factor in the attitude of the western farmer today. 

Gee -TRetiS exactly theinformation that I went, Mr, 
Brownlee. I wanted to . find out if in your Opinion that 
is a governing factor, or if in your opinion it is simply 
that the rates must at all times be controlled by Parliament 
regardless of the egreement? 

A. Our position is that for a number of reasons, which 
i ‘tried jto%state, we say that the rates Should stay under 
the control of Parliament as part of the Crow's Nest arrange- 
ment, and, having said thet, of course, then we have to 
carry it to the logical conclusion of being prepsred to 
accept the judgment of Porliament at any time with respect 
to the agreement. 

Q. I really want to find out whether you lay more 
Stress on the agreement itself than you do on, for instance, 
the wheat economy, the fact that it is a wheat economy. You 
See, in some parts of your brief you seem to stress the 
importance of the contract or the agreement; for instance, 
on page 10 you say that you attach importance to the fact 
that these rates were first established by agreement. I 
went to find out just what importance you attach to the 


fact that it was by agreement? 
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A. Well, the agreement brought the control of rates 
under Psrliament and started to fix them at a certain 
pate, and, £or.a veriety of reasons which I tried to state 
this morning, we Say that that should not be changed. 

THE CHAIRMAN: Pardon me. I notice on the same 
page you do say this, talking of the company: 

"In addition to a substantial subsidy, it (the company ) 

obtained what has since become an effective railway 

monopoly in @ part of Western Canada where its line 
has become valuable because of the emount of originating _ 
business, particularly in relation to mineral develop- 
ment." 

You put it down there as 3 part of the benefit? 

A. Yes; that is part of the benefit which we say 
they obtained at the time, yes, 

Q@. Then you go on ond say: 

"The agre@ment resulted in grants of lands and 

mineral rights," 

Ay Yea. 

Q. "In return, the Company agreed to maintain perman- 

ently « definite limit to the level of grain rates," 

A. And we put that as one of the reasons; we enumerate 
it as one of the reasons why there should be no 
disturbance, The railway company entered into the agreement 
in good faith, the agreement we say is still in existence, 
they received benefit from it, they acted upon it, and 
Settlers were brought into Canada under it. Now we say 
thet at least there is 9 tremendous onus on the railway 
company in attempting to disturb that arrangement. 

MR COVERT: Q. The point that I want to bring out, 
Mr. Brownlee, is this: If you stress importance on the 
agreement itself and say that they msde an agreement, 


which by its terms provided that these rates would not be 
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exceeded in perpetuity, and that they should be held to 
that agreement regardless of what may happen later, that 
seems to me to be one thing, and it seems to me that if 
the stress is on the agreement and the fact that it wes in 
perpetuity and they have received consideration, that this 
enabled them to get this monopoly to which you refer, that 
it enabled them to get grants of land and mineral rights, 
then they have received that consideration, and it may be 
that it should never be touched by Parliament. That is one 
thing, and I want to find out how far you Bo in thet 
direction? 

A. Well, I think what you are asking me is whether or 
not I go so far as to Say that the rates themselves which 
were part of the agreement should never be disturbed; is 
that it? 

Q@. Yes, 

A. Well, I do not think thst I am prepared to go that 
far. What we rest our cease om, we say the sgreement was 
made. We presume that any agreement that is made between 
contracting parties can always be changed. We say that the 
control of rates should remain with the Parliament of 
Canada and, having said that, looking to the long future 
and not knowing what may arise +- questions of inflation 
Such as Commissioner Angus raised, matters of that kind -- 
we Say we have got to leave it to the judgment of Parliament 
to decide whether at any time im the future and to what 
extent they might see their way to relieve the company of 
Some of the terms of the agreement for 3 time, for a short 
time or for a longer time, 

Q. Then on that basis, Mr. Brownlee, could we get down 
to this, that regardless of the consideration that was paid 
you Say that Parliament, being ane of the contracting 


parties, can come along and chan.ge it, and if an emergency 
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arises, for instance, as Parliament or the Government 
seemed to think in 1918, then you say that as far as the 
western farmer is concerned that is all right, Perliament 
can come along and suspend the Operation of the agreement; 
you have no objections to that? 

A. Well, I think thet the western farmer would be 
very, very critical and would exemine very carefully the 
reasons for any suspension such as they made back in 1918, 
but--- 

Q. Yes; he would be bound to reserve his right to 
criticize, but I mean--- 

A. But so far as our thinking is concerned -- and 
this is the evidence that I am giving today -- so far as 
our thinking is concerned, the contract has been made by 
two parties, Presumably if sufficient reasons are given 
one party may say to the other, "We don't think sh eB 
to hold you Strictly to this agreement for a Short time," 
We are quite prepared to leave it to the judgment of 
Parliament, but that is where we want it to be; we do not 
want it to be any place else, 

@. And you in effect by thet, I think, say that the 
question of whether or not these rates are to be exceeded 
is not a mere matter of costs of the reilways? 

A. Not entirely. 

Q. In carrying the grain? 

A. No, 

Q. You say that it is a matter of broad national policy? 

A Correct. 

@. Which only Perliament can decide? 

A. Only Parliament should decide. 

Q. Only Parliament should decide. Now, could we have 
from you, Mr, Brownlee, what you think would be the con- 


Siderations,, the things that Perliament should take into 
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consideration, in determining whether or not the present 
Statute should ever be changed or altered or the rates 
increased? 

A. I do not think I would try to do that, sir. That 
is asking a difficult question, to anticipate what might 
erise. Let me make it clear that I am not Suggesting that 
thet agreement should be Changed readily or GUA O12 fa 
is an agreement that is acted upon, and farmers have 
Settled in good faith on the Strength of it, and I think 
that only under the most extreme circumstances should At 
be changed, if changed at all, Now, as to what might come 
up, I would not attempt for a moment to Say the various 
things that might arise, looking to the long future. Con- 
ceivably -- I think it was Commissioner Angus yesterday or 
the day before Suggested an inflation of ten to one or 
Something of that kind. Well, if something of that kind 
arose, I would expect that Parliament, looking to the good 
of Canada, as it must do, might say that for a matter of 
two years or three years again we will not hold the company 


exactly to these rates. 
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Q. I did not intend to hola you to any specific 
set of conditions, but I thought perhaps you had in mind, 
Mr. Brownlee, some things that you feel might be a con- 
sideration. 

A. Well, I will try to sum it up in this way, 
and it is as far as I would try to go, if you will excuse 
me. 

QO. Yes, gir. 

A. As I say, Parliament is charged with the 
welfare of the people of Canada. If some matter of 
extreme national urgency and emergency should develop 
at any time, I would presume that Parliament then would 
feel that the interests of the whole of Canada should 
Overweigh the interests of a part, and therefore they 
would, for the time being--they might relieve the Company 
of its obligations. But I say that a very heavy onus 
rests on the railway company in seeking that, and I would 
Say that only in case of real Hat Lonel emergency should 
the arrangement be interfered with. 

THE CHAIRMAN: Well, the specific request 
made by the railways today is that Parliament hand 
Over the control of these rates to the Board. 

A. Well, we oppose that. 

Q. And you oppose that. Your position is 
that you want those rates always to remain under the 
immediate control of Parliament? 

A. Yes, and I think that evidence has been 
given, even by the Canadian Pacific themselves, that 
Western agriculture is still in a position where - well, 
may I put it this way, sir, that I don't Suppose there 


has been a time for a long while when those who are 


my 

mS 

- 

y' oe 
? TERS 
i) 

Py 

“fh 
% 
, = 


erates 


Ue 


5 F eG 


‘ 


~ 


A et 
Cae 


er he Fe et eked oases @! Boi sft | 
eH “iy pet t i it ANOS, et 7 (seine 5 a aA ait bys: 


Tt cat TY ah oie a8 ad aioe 


ae 


Hs tt a ad caalen ‘tae 


ao 


‘ 


ssensatce — Pat a 


eolbnarll “hl ia syonuigeany: bes i Yenotdan onelihy | 


Me (ARABS “hb Jean ond “ee aes oecoant std Seep fost 
Hae eRe ae aN 4 Bia * es avenestcr Sue ee 
mite) NG ate ene i ‘cae ain fed eet “apt 4ST dito w 
Hao wrk ye z Bode Meal oe ia tt be wet te. 
piey hag ihoas unl tab ie pac ‘yew ad ie 40 ‘alfa. 
fais CBN SS Seis s sere ee ar eibee ‘Ke ahh ott eine weNG yee 
op ey hivetotny aie eponiaretss Bid 
yantooy ADS Poudye. ang ear: “eas SEL. EBS He ae 
pitas atone | Sid. ae ysons agent tion ott Xd ofan 
pod sid of aed at seam Zo. Lorie Sat tsvo 
Eee sua. OT otkey 
rt ned way  yPSid BGS NE “tih a 
ahet feb urtsiney ot By pone ested Sebety ‘ahew ‘OY ‘$ sti i 
“siren hens, ‘eo nttos ste Pbdithit! 
swell ot esadbive tea? aimbee oF ee ae 
Sey aby iveteds ( BOOST mage ‘ete gt pera + HEY: fs 
ifaw + stpiw Noltd teoa'e ar Siege vist niente erie 
suede eggta 4) Abb 1 Gerd tr 2. ane ot wi a ib oor 
‘ecg wie Roy : Teeth PTR edt : | 
: ; “i 
MD | 2 ats Le 


“eaberee 


hints 


Hott weed Meee, aie Gees, Draw a oat rd ct 


_ aa 


hit. 


ata s 


PT P 


nn CE FEI ome Mr. Brownlee 


interested in Western agriculture and erices and so 
forth are as much worried as they are to-day about 

what the future, the next few years, has in store for 
us. Such policies are being considered as floor prices 
for grain. We have had the International Wheat Agree- 
ment, we have had the British Wheat Agreement. Various 
policies are being considered today. Now, that is 

part of the farm economy of Western Canada which 
Parliament is charged to deal with, and we say that 
this fifty years has remained there as part of that program 
and that is where it should stay. 

MR. COVERT: Q. There is just one other 
little point about that that I want to deal Wiis st ee 
has been pointed out that the agreement as originally 
drawn has been in fact changed by Parliament in, I 
think, two ways. First, dealing with the major change 
resulting frem the decision of the Supreme Court, 
namely that I think the Supreme ould ener it only 
applied to lines built at the time of the Agreement? 

Aa, Yes, I believe that. 

Q. Parliament has changed that, that is one change 
that Parlaiment has made. Another change was that the 
agreement originally applied some, I think, 1913 
articles, settlers' effects, and so on. That is another 
change that Parliament has made in the agreement. Then 
by order of the Board, I think it was 1927, they made 
this apply to Pacific coast ports. 

A. 1927 yes. 

Q. Now, in connection with that latter 
change, are you aware of the situation with respect 


to the rate on grain from Calgary to Pacific coast ports? 
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A. Well, you mean the mileage, 120 miles or 
whatever it was? 

Q. 12k midges: 

A. 124 miles, yes. That was allowed the C.P.R. 
as part of the base rate. 

Q Do you know the reason behind that? 

A I have not looked it es ts 

Q. Was there any objection to that at the time? 

A I think there may have been at one time, 
but I haven't heard it for some time. You must remember 
that during the war the Pacific coast was not an outlet, 
it was not used a great deal. It is Only in the last 
year, this year, that it has come back into tse /) FT 
cannot recall for some years that I have heard it discussed 
very much. 

Q. It is not regarded as an important thing 
from the point of view of the Western farmer? 

THE CHAIRMAN: What is your answer?. I didn't 

hear you. 

A. I didn't answer my lord, but I was going 
to say that I am personally not inclined to place major 
importance on that. I think that there is a broader 
question. 

THE CHAIRMAN: The point is this, that while 
these rates were extended westwards insofar as the 
Canadian Pacific Railway is concerned, they are allowed 
to charge for about 124 miles. 

A. 124 miles. 
Q. More than the actual distance between 


Calgary and Vancouver. Is that right, Mr. Sinclair? 
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MR. SINCLAIR: Yes, they use the Canadian 
National - - 

THE CHAIRMAN: Can you tell us what reason 
Was given for this, if any? Would it be the mountain 
haul? 

MR. SINCLAIR: I can't recollect in the 
general freight rates imvestigation .. < 

THE CHAIRMAN: Perhaps the order of the Board 
would tell us. 

MR. SINCLAIR: I was trying to think what 
that order was, but I cannot recoleect.. 

THE CHAIRMAN: 124 miles. 

MR. O'DONNELL: I think it is paragraph 2 
of General Order 448, tant te 

"The Board orders as follows, namely. 

(2) That the rates on grain and flour from 
prairie points to Vancouver and Prince 
Rupert for export shall be on the same 
basis as the rates to Fort William, but in 
computing such rates, the distance from 
Calgary to Vancouver via the Canadian 
Pacific Railway shall be assumed to be the 
Same as from Edmonton to Vancouver via 
Canadian National Railways, namely 766 
miles". 

MR. FRAWLEY: I don't think there was anything 
in the Reasons for Judgment dealing with that point, and 
I don't know that it was particularly discussed that there 
was an opportunity to question that. I think it was 


something that was put in the Order as it finally appeared. 
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THE CHAIRMAN: It must of course by its 
application increase the cost of shipping from Calgary 
to Vancouver by that haul. 

MR. FRAWLEY: Oh, yes. 

THE CHAIRMAN: By 20%? 

MR. FRAWLEY: Your lordship asks whether it 
was intended to represent the mountain haul. 

THE CHAIRMAN: I wondered. 

MR. FRAWLEY: One might think so, yes, but 
of courses you know the mountain differential has been 
removed from all other traffic. 

THE CHAIRMAN: Yes, the other differential. 

MR. FRAWLEY: And this remained. 

THE CHAIRMAN: I was wondering whether the 
Board had given any reasons. 

MR. SINCLAIR: I cannot remember any in the 
Judgment, my lord. Mr. Jefferson tells me that he does 
not think there were any reasons given in the Judgment. 
It may have been, I don't know about this. Mr. Frawley 
thought that it would have been on account of the haul. 
It may have been also, rather than anything like that, 
that they were trying to put Edmonton and Calgary on some 
kind of parity. That seems to me to be a more logical 
thing than the view put forward by Mr. Frawley who was 
Grasping at a straw. 

MR. FRAWLEY: Well, I could grasp at another 
Straw and suggest that Edmonton could have been reduced 
to Calgary mileage to put it on a parity. 

MR. SINCLAIR: That just shows that the Board 
recognized that the rate was then too low. 


THE WITNESS: If I may just say so, I think 
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that the reason we have been accustomed to hear is to 


try and balance off to some extent the two rates through 
the mountains, one of which was undoubtedly quite a 
difficult one. At any rate I can only say that we have 
not had any occasion to look at that for some time 
because I think last year was the first year since the 
beginning of the war that it became much of a factor 

in the grain movement. 

MR. COVERT: Q. Now, Mr. Brownlee, I think 
there are just two other points I want to take up with 
you. You are of the opinion, I take it, that there ig 
no satisfactory way, as far as the Western farmer is 
concerned, that protection could be eigen to him? 

THE CHAIRMAN: Would you please repeat that? 

MR. COVERT: I said, Mr. Brownlee, I take 
it, that the Western farmer is satisfied that there is 
no method of giving him the desired protection, no 
matter what limits were placed on the Board of Transport 
Commissioners as far as these rates are concerned: You 
feel that Parliament is the only body that could deal 
with it? 

A. We don't think it is possible to give the 
necessary discretion to the Board of Transport Commissioners 
to deal with the question of Western grain rates, having 
regard to the interests of agriculture generally. We 
think it should remain With Perl taneht as part of 
Parliament's policy with respect to Western Canada. 

Q. You don't think, Mr. Brownlee, for instance, 
that these rates might perhaps bear some increases if 
other rates increased? They should always stay as they 


are? 
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A. We don't think that the grain rates should 
necessarily be increased if other freight rates are 
increased. Again I say that we are prepared to leave it 
to Parliament as to whether, looking at the economy of 
Canada as a whole, there might come a set of circumstances 
that would cause them to temporarily suspend the rates 
or to make some adjustment. We are prepared to accept 
that position. 

Q. There is one thing certain, I take LG; Mrs 
Brownlee, that you Say that the ability of the farmer 
to afford to pay increased rates Should never be used as 
a guide? 

A. I would not even go that far, Mr. Covert, to 
Say that never in the future should the -abllitysofy the 
farmer to pay be a guide for a temporary suspension. 

Again lI say ‘that it vs conceivable, that if we had 
another war in the next two or three years you might 
have a condition of affairs brought about by that which 
might affect prices and might be justification for 
Parliament to do Something. 

Q. I want to be fair, Mr. Brownlee, but I 
Suppose it is a frank statement to say that the possibility 
of the western representatives in Parliament voting 
inf®VOUTOe of taking out the Crow's Nest rates - - 

A. Well, if I were a western representative in 
Parliament today, the thing which I should be very much 
afraid of is taking a price such as it is today and 
the conditions such as they are today, as a reason for 


interfering with the Crow's Nest Pass rates. We have 


got to look back, we look back over the history of 


Western Canada. We have seen higher prices than prevail 
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today, we have seen them before. We saw them in the 
1920's, and we know what happened for ten years after 
that. Today the thing that worries western farmers, 
those engaged in the grain trade, probably more than 
anything else is the tremendous Stocks of wheat that the 
United States ig holding, how they may use Marshall Aid. 
We have not the faintest idea what the price of wheat 
may be next year or the year after. We know that there 
is still in western Canada, and will be for some years, 
a demand for national planning for agriculture. And for 
that reason we again Say we want those rates left with 
Parliament. The question of the level of the rates is 
another question entirely, but the control of the rates 
following the concept of the Crow's Nest Pass Agreement, 
we want to remain with Parliament. We will take our 
chances so far as the level of the rates is concerned, 
trusting to the good Judgment of Parliament as we have 


to do. 
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MR COVERT: Q. That is what I was suggesting, that 
you were perhaps well able to trust Parliament ,with the 
solid block of western representatives, who would be unlikely 
to vote against a change? 

A. I cannot speak for the western representatives, sir, 

Q. What I wanted to ask you next was this, Mr. Brownlee: 
Do you think that a Study should be made of the costs to the 
railways of shipping the grain bythe Board of Transport 
Commissioners, with a view to finding out what the railways' 
costs were and whether or not they were losing money from the 
hauling of the grain, with a view to having Parliament deter- 
mine as to whether or not a subsidy should be peid? 

“A, Well, quite frankly, we say no at the moment. I do 
not want to get into any question of the level of the rates, 
the compensatory nature. The fact remains that I think on 
the evidence of Mr. Jefferson it is Shown that the car 
earnings, per car earnings, are high, and--- 

Q. I was trying to avoid a discussion of that. 

A. Well, I amtrying to avoid it myself, but it seems to 
me that the responsibility is squarely on the Canadian Pacifico. 
and? if they) feels 

Q. I do not quite follow you there, Mr. Brownlee, 

A. Well, if they feel that the rates sare not compensatory, 
why not go to Parliament and present their case? Why should 
we be called upon to discuss that now? We do not take away 
from the railway companies their tribunal; they have es tri- 
bunal, they have a tribunal that could investigate rates and 
reach a decision probably quicker than the Board of Transport 
Commissioners has recently, and when they reach a decision it 
ef tings. 

Q. Mr. Brownlee, I was suggesting perhaps that the Board 


of Transport Commissioners might possibly be in a better posi- 
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tion to make such a Study; I think you would agree that 
it would be a long study? 

A. I do not think they are in any better position 
than Parliament, sir, 

Q. A long study? 

A. I) do not think, as they sre set up at the present 
time, they are in any better position than Parliament, and 
in any event if Parliament wants them to do it they can 
always ask them to do it. 

Q. Parliament could ask, the Governor in Council could 
ask the Board of Transport Commissioners to do it. What I 
was coming to, Mr, Brownlee, was whether or not you think 
that the study should be made to find out -- artery -all;cthtis 
question has been raised on more than one occasion; do you 
think that a Study should be made to find out whether or 
not the Crow's Nest rates are compensatory? 

A. Well, my answer to that has to be that so far as 
we have seen the evidence, we see no -reason for Abs. We 
think that--- | 

@. You do not think that the determination of whether 
or not the rates are compensatory is an important matter 
today? 

A. We think the rates are compensatory, and we think 
that if the C.P.R. feel that they are not, they have a court 
thet they can go to. 

Q. That was not my question, Mr. Brownlee, 

A. I think that is the only way I could snswer that. 
Certainly we do mot feel that there is any need of an 
investigation today. 

Q. You do mot think that there is any need of an 
investigation into the compensatory nature of the grain 
rates today? 


A. Not so far as our Studies have gone, no, 
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Q. You do not think it would serve eny useful 
purpose? 

A. I cannot see why it is necessary. They have 
their court; they can COPLO.AnGs 

Q. I am not thinking, Mr. Brownlee, of whether or 
not the statute should be changed as far as the effect of 
grain rates is concerned; what I am thinking of is, suppos- 
ing that there was a question of a subsidy, if the rates 
are not compensatory; you do not think it is important 
that that matter should be determined to decide a matter 
of that kind? 

A. Personally, that is the only answer I can give, 
Sir, that so far as our observation is concerned, we do 
not think the rates are imperilled at the present time, 

THE CHAIRMAN: Q. About the Jurisdiction of the 
Board, you are interested now in these rates as extending 
westward as well es eastward; thet is the Pach. 16528 

A. You mean to Vancouver? 

Q. Yes, 

A. Yes, sir. 

Q. Well, have we overlooked this fact, that in so far 
as the westward route is concerned, action to apply them 
there was taken by the Board, not by Parliament but by the 
Board, and apparently the Board would have the same 
Jurisdiction today, to undo that or change it in some way 
or other, \dsn't-that so? 

A. Well, I am bound to say that that is a point I had 
not considered, sir. 

THE CHAIRMAN: I suppose that follows. By order 
of the Board they were extended westward. Then 3 similar 
order might put an end to that extension at any time, so 
to that extent these rates are now under the jurisdiction 


of the Board, 
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MR COVERT: Westward--- 

THE CHAIRMAN: I mean the westward rates, the 
westward extension, : 

THE WITNESS: I Suppose under one section it is 
somewhat questionable as to how far they would get--- 

THE CHAIRMAN: Q. How far whet? 

A. I suppose that under -- subsection 69°Le 12 

MR SINCLAIR: Yes, 

THE CHAIRMAN: Well, has that been enacted since? 
Was it not after the enactment of Subsection 6 that the 
Board made this extension? 

MR SINCLAIR: Yes, my lord, 

THE CHAIRMAN: You see, subsection 6--- 

MR SINCLAIR: Is the one that prevents you from 
raising the agreement as the answer to unjust discrimins- 
G1i0n.” Briers Columbia, you see, takes the position that 
they are a wheat port and that they should have wheat in 
position there to attract ocean Shipping, and that if they 
do not have the same rates cestbetnd to Pacific coast ports 
for export as they have easthound to water they are being 
unjustly discriminated against. If they have a statute--- 

THE CHAIRMAN: The statutory restriction on the 
Board refers to the provisions of the agreement made pur- 
Suant to chapter 5 of the Statutes of Canada of 1897. 
Those, of course, applied only to the grain going eastward. 

MR SINCLAIR: Yes, 

THE CHAIRMAN: And it was after that enactment, 
I mean after this amendment to the Railway ct -- I think 
it was 1927, was it not? 

MR SINCLAIR: That is right. 

THE CHAIRMAN: That the Board made an order 
extending those same rates westward. 


MR SINCLAIR: And the only reaeson--- 
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THE CHAIRMAN; Now, if the Board dia that, then 
they could undo it now if they wanted to. 

MR SINCLAIR: Well, my lord, in my argument I 
expected to deal with this in what I call the unfair part 
of that. 

THE CHAIRMAN: All right, 

MR SINCLAIR: I think I could be of some assistance, 

THE CHAIRMAN: I mention it now because it should 
be borne in mind, 

MR SINCLAIR: Yes, TI think in dealing with the 
historical development of this problem we have to desl with 
that. 

COMMISSIONER ANGUS: Q. Mr, Brownlee, when you 
Speak of the possibility of Parliament in certain extreme 
circumstances suspending the rates for a limited PePLEd, 
had you in mind that during that period the rates would be 
fixed by the Board or that Parliament itself would name 
Some other rate? 

A. If such an emergency arose, sir, I think our answer 
logically has got to be this: We want the rates controlled 
by Parliament. We leave it to Parliament to Say whether it 
Will deal with them directly through a committee or whether 
it would esk the Board of Transport Commissioners to make an 
investigation, I think we would Say that they must be left 
to Parliament to reach its decision, sir, 

Q. And taking account of this: Suppose that the Crow's 
Nest Pass rates were increased at any one time, the other 
rates which had been ‘just and reasonable before because 
they gave the railweys sufficient revenue would cease to be 
Just and reasonable, because they would give the railways 
too much revemue, so that any action taken by Parliament 
might have to be followed by an application for 3s rate 


revision of other types. I mean, Parliament is only dealing 
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with one part of the picture, and to complete the trans- 
action you would have to have Some Board action as well, 
wouldn't you? 

A. That might be possible; I would not went to say, 
oir, 

Q@. It sounds s rather clumsy sort of arrangement. 

A, Well, it has continued now for fifty years, and in 
one, period: of ‘national emergency, sir, it was acted upon, 
and I think quite readily and quickly, and I do not think 
anybody was injured, 

MR COVERT: Q. At that time, Mr. Brownlee, that 
was done, as a matter of fact, on the recommendation of the 
Board of Transport Commissioners, was it not? 

A. Well, I won't say that I have an intimate know- 
ledge of everything that took place leading to the increase, 
but I think that there was a reference, 

Q. My recollection was that the Chairman of the Board 
wrote to the Government and told them that they were in a 
hopeless position. | 

A. I do not’ know whether that is the case or not. 

Q. Now, the last thing I want to deal with: There was 
Some reference, I think, made this morning by you, Mr, 
Brownlee, to the Maritime Freight Rates Act, and I wanted to 
Call to your attention that under that Act they have a pro- 
vision whereby certain rates are 20 per cent below rates that 
were fixed at a given time, and then they bear any increases 
that follow in later years. Now, I wondered if something 
like that would not be perhaps a similar position to what 
took place here; you do not think so? 

A. We don't ask for that. 

Q. I beg your pardon? 

A. We don't want that. 

Q. You don't want that. That is all, thank you, 
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-19615- Mr. Brownlee, cr-ex, 
THE CHAIRMAN: Mr, Sinclair, 


CROSS-EXAMINED BY MR SINCLAIR: 

Q. Mr. Brownlee, I think in your evidence this 
morning you said in senswer to your counsel that there were 
lots of Jack Wessons in Western Canada, and I was just 
wondering if that is an absolutely correct statement, 
after meeting Mr, Wesson? 

THE CHAIRMAN: Is that good news for you? 
MR SINCLAIR: @. After meeting Mr. Wesson, I 
just wonder if they didn't break the mould after that? 

A. Well, they produced a very good sample, sir, 

Q. Now, the U.G.G. have 625 elevators, country 
elevators, in Western Canada; is that correct? 

aS Approximately, yes. There may be two or three -- 
I gave the figure 625, ana it may be 627 or 628, but 
approximately 625, 

ae dor riot know, Mr. Brownlee, if you cen give me 
this information, but you may be able to; if you cannot 
fiver it to me definitely you may give it to me in general 
terms. I have before you now Exhibit 158 in these proceed- 
Inge. Thatiis a map of the Canadian Pacific Railway. The 
heavy black line Shows the lines in existence at the time 
of the agreement, that is 1897, and it shows a total mileage 
in Western Canada of 3,710 miles on which the Crow's Nest 
rates were applicable, but that is giving more than the 
Statute required in that statement, because they were only 


applicable to existing shipping points, Leaving that part 


aside for a moment, I would ask you to teke 2 look at these 


mileages: 3,720 miles in the year 1897, and today we have 
about 24,000 m4les of railway in Western Canada to which 
these rates are applicable. I would ask you if you could 


tell me how mamy of the 625 country elevators of the U.G.G, --- 
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-19616- Mr. Brownlee, cr-ex. 
MR MACPHERSOQN: Is thet number correct, 24,000, 
Mro (Sane lain? (loshink surely that is an error, 
MR SINCLAIR: 11,000 on the Canadian Pscifie, 
11,000 on the Canadian National, snd 9,000-odd on the 
Northern Alberta -- 24,000 as against 3,000-odd. 

Q. Could you tell me, Mr. Brownlee? 

A. Oh, I would not attempt to Say that, Mr. Sinclair, 
if you don't mind. I would have to go over that map very, 
very carefully and see if I could remember the points at 
which we have -- I would not want to Say whether it is a 
quarter or whether it would be 3 third or what it would be. 

Q. Well, you have elevators on other than the main 
line of the Canedian Pacific? 

Hers Yes), 2 will eeree to’ that, 

Q. And you have considerable elevators on other 
branches than the Pasqua-North Portel Brann the Regina- 
Prince Albert line that is now pert of the Canadian 
National, the Estevan Branch, the Reston-Wolseley Branch--- 

Mm" There Ls no doubtiabout' it at all, we have a sub- 
Stantial number of elevators that are not on the lines that 
are marked in black. 

Q@. Would the U.G.G. be satisfied, Mr. Brownlee, if the 
ogreement according to its true interpretation was carried 
out today? 

A. Well, Mr, Sinclair, that of course immediately gets 
us into an argument, o legal argument, as to what the agree- 
ment is, doesn't it? 

Q. I take it as interpreted by the Supreme Court of 
Canada. 

A. Well, off course, I would differ with that, because 
I would say that the agreement today is the agreement as 
Perliament has declared it to be. 

Q.- I am demling with the document. 


A. So immeddiately you and I would be into a legal 


Pe 


KC i AS ouigten 


4 ei 


a | ae et: 
| y APE 8: @ Ap the fiat, 

a es 48 GBa>t ee bra piv: 
ek” st set dans aie er 200 ik ‘oaas 


a ey Ne hy oe sa a uh A “SESo Mop. Biwodi %, “ 


MRS ENE? OE ~ eRe eae OF seen i fat Bikdow 2D: tos 


i ose gum dette ae ie uyeu hain yi abhi dP m0b pees an 
: 2 a 
hte Oto csi? -eedinowent AES ¥ Boe wis ate” etsvsigs wt a: Cay” 


at, tis tadteie Ber ae: fenccvon psy’ i ~- caved av Asti F 
: \ ( ae ai o f ie 


nee a * 
’] 
7 


“eet, afiayw 25 teowope BN a" ae Bis sow. @ Jhon? omit #¥9 aesioup a 
. ‘ mf 4 iA 


Boy °° Pac! sti aNd Jere RSF cheater ty. wrod TON (1eew a Suter 


a 
Rt: TS de, 0 Se ee ebaneD art? 6 ‘sabh. ee 


+e) - ( ; uf 


-! Yes auth ‘ fer es: , 7 ; * ; ; ~ 

% mk iV Pigaenes Rend sid doe f “om TL (ae. A> me ome 
a : ied be te ' Bi Gah WL A br fxg 
‘bal epnitd. Ho niotovata eae sn halal SSE woe Det eS re Ne a) 


| bce int feo : a eae are Linge ae a ar Wes at 8 efi 4 aie tee Seine ad aria ment. Britto idsad be aa 


Bs 0 ne koe Ao OSY te Syed woe aE ee ade staedla sontyd ak 7 
' if éy. TA Poca 


Boas ai is EOL SUELO sett 2 APE eer ro MT! RB) 1S ity heat ¢ arict ' * sigtaeit. ih 
~ se ° or n ¥ 


u 


| ; : \ 5 ape En : v i. bai < oy Se An an 
HEP siting 4 coradt ev. . fis OH 42 Sete gees Oe el en eee ee 


. POR ‘ ay? 
feds bok edi no tent ore. dot® aves ve le For tegear isnanede meres): 
7 . . ie | i] : MM! 
t , j y - a ,! Ww 
| ee eral oh: | MdeEd ai Hooiion org," " 
| ‘ ¥ : , , 7! : 
a a an ol . ‘ SCs : . ‘4 ~ 2 a i i a ’ es EN ath ‘ d 
7 i t vied coe? he ube Ste re Sie SR) eis 2) ‘ants: SL#6W iQ at. 
ip. | | Para : i. 
| Fy Meee yo A sing ivy es Pea 5 ha cyry +4 St ERD i iS raj £ Char nk ju Rar eaves ae reeisg onlae i 
} ne ' [ ; ; : 
t 1 ” 
ie Path ies cae iyebed to, yy 
He . ) 4 
| rn es) = : | They Te ot mig POL) >= : ey f ' 
ie pag Vout plpounl. cekuwot: to dete” . chet ote Dak eaae: mm ; 
a. . - ‘ - 4 


WM seers sid ‘sere of us. Solentigge Ldaet 0: cmaeie Nel aeeeTee 
ad Pine val cet Seton 
i SMSO geome. ede. Ys ‘ie setieeeaue a8 vat. anbett Ro Gp it 
= @ i ad , 


TaN Pay eee debe 


, 
Sa 


\ v ‘7 
; . wer a) * igh ses a j ae 
Temysced. (Saas) ar iw. te PUES bay i A. ee ine ie yhiow pera per 1) 


68 Bronse tes ot af Grae shomoattas ssi il gee ssa foc p 
Nae pad ed ok" bate Labo _ Gott droid S84) ) 


cal PS pare 


(heed 2 oft tm z 


RND 


-19617- Mr. Brownlee, cr-ex, 


argument, end I do not think we would get anywhere. 

Q. Well, let me put it this wey, Mr. Brownlee: 
Teking the document that was executed--- 

THE CHAIRMAN: It is an exhibit in this case, 
isn't it? 

MR SINCLAIR: I have it here, sir. I have not 
got the exhibit copy, but I have a copy of my own. 

@. Taking the document that wes executed on the 6th 
of September, 1897, the execution under seal by the Acting 
Minister of Railways and Canals, L. K. Jones, Secretary; 
the Canadian Pacific Railway Company, W. C. VenHorne, 
President’, A.R.G. Howard, Acting Secretary -- taking that 
document, which is Exhibit 261 in these proceedings, would 
the U.G.G. be satisfied if that agreement as interpreted 
by the Supreme Court of Canada was what governed the move- 
ment of grain in Western Canada? 

A." ' I will’ eo this far, and say that we would not be 
Satisfied to have the movement of grain governed according 
to the lines in the document which was originally signed, 

I still would say that we will argue that Parliament, as it 
has a right to do, has smended the agreement,.and that the 
agreement stands as it is today. 

Q. Well, I won't argue about whether--- 

Hol Nes, way that. ia -a legal argument on which you and 
I would not agree, 

Q. That is right; but the agreement in its original 
terms would not be Satisfactory, the agreement in the 1897 
terms without amendment? 

A. Would not be satisfied to have it apply only to the 
lines set out in the original document, no. 

Q. Mr. Brownlee, would you agree that the wheat acreage 
in the Argentine end Australia end the United States is, as 


in Canada, pretty well developed, that there is not much room 
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-19618- Mr. Brownlee, cr-ex, 


for expansion? 

A. iI1.do.not. think that £ would attempt to eater: 
that, Mr. Sinclair. I do not know enough about those 
countries. I would not say for a moment that the wheat 
acreage in Canada is as yet fully developed. 

Q. You would disagree with Dr. Britnell on that? 

A. I do not remember whet Dr. Britnell said, but 
certainly there are very substantial sreas in Northern 
Alberta that ere being brought into production now -- 
Dawson Creek, for example, today; Dawson Creek will 
hendle this year over 24 million bushels of wheat, because 
of the very large development all sround through that 
area, and the same is true in other sreas of the Peace 
River country. 

Q. The wheat acreage in Western Canada has been 
relatively stable for the last few years? 

A. I would say that it has lergely reached its 
development, yes, but I think there is still room for some. 

Q. And you would not be prepared to agree with me 
that the same situation exists in the United States? 

Avs Bh. 1 would think so, yes. 

Q. And that that same situation exists in the 
Argentine? 

A. Well, I won't speak so positively about the 
Argentine, but as far as I know, yes. 

Q. And the same in Australia? 

A. Maybe, yes. 

Q. Mr. Brownlee, would you say that the cost of pro- 
ducing wheat to the farmer -- that is, to the time he 
takes off his crop on the farm -- is higher or lower in 
Canada as compared to the United States? 

THE CHAIRMAN: Pardon me. So I will understand 


your question, are transportation costs included there in 
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the cost of production? 

MR SINCLAIR: I have taken it at the farm, when 
he has teken his crop off at the farm. 

THE CHAIRMAN: I think one of your witnesses the 
other day said thet you must add the transportation cost 
to the cost of production, 

MR SINCLAIR: Yes; I am just taking this in 
Steps, because otherwise the question gets rather involved, 
end I think we can make better progress if--- 

THE CHAIRMAN: So you are leaving out transporta- 
tion? 

MR SINCLAIR: For the time being. 

THE WITNESS: I would not want to make a statement 
on thet, Mr. Sinclair, without more thought, For example, 
there are so many factors that come into it. There is the 
relative question of taxation, which is very high in some 
parts of the States, and I would not care to make a state- 
ment of that kind without some thought, some study. 

. MR SINCLAIR: Q. Let us look at the generality 
of it, Mr. Brownlee, and we will take the basic factors. 
There is the price of land, taxes, the price of machinery, 
the price of gasoline, distillate, and the price of labour; 
those five are the basic ones, I think you would agree. 
Now, having those five basic factors in mind, I think you 
would agree with me, would you not, that the price of land 
is higher in the United States than it is in Canada? 

A. I think so, but I would not want to make a state- 
ment -- different parts of the United States -- I would 
think so, 

Q@. I am talking on the average, Mr. Brownlee. You 
would not want to egree on the average? 

I would think it would be higher, yes. 


A. 
Q. And labour costs I think you would agree, are 
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higher in the United States; labour costs to the farmer 
are higher in the United States than they are in Canada 
on the average? 

A. Well, again you get into a question of the relative 
importance of labour, and I prefer not to make a statement 
there, sir, 

Q. Well, this is one thing we can PSres: ongein todnic. 
that the price of gasoline is cheaper in Western Canada 
today than it is in Australia? 

A. Maybe, 

Q. Well, what you are saying to me Le, Werdi. Mag 
Brownlee, that you would not egree or disagree with me 
until you had made a study of that? 

A. I won't make a statement of eny kind without having 
a little chance to do some study. 

Q. Now, one cost is movement of the crop from the 
farm to water? 

A. Movement from the farm to water; you are speaking 
now of rail? | 

Q. Yes. Now, we could agree, could we not, Mr. Brown- 
lee, that that cost in Canada is lower -- I take an average 
cost again -- than it is in the United States? 

Ae I think that is true. I do not quarrel, for ex- 
ample, with the mileage figures that are given in the 
Canadian Pacific brief. What I do say is that those figures 
Should not be judged by themselves in trying to arrive at a 
policy with respect to freight rates in Canada, 
particularly where Canada is so dependent upon the export 
of wheat. 

Q@. I understand your reservation, Mr. Brownlee; but we 
Can agree that the price on the average for moving the 
Wheat crop to water in Canade is lower then in the United 


States? 
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A. Mile for mile I woula Say that the freight rates 
are lower in Caneds than in the United States on every- 
thing, yes. 

Q. Let us stick to export wheat, 

A. Well, no, I won't stick to export wheat, because 
there you get into the question of whether or not in the 
United States the rate is primarily a domestic rate used 
conveniently for export, quite the contrary to whet it is 
in Canada, where it is primarily an export rate and used 
conveniently for domestic, and it seems to me that that is 
one of the things that you have to consider before you get 
into any comparison of United States rates with Canadian. 

Q. Well, they have domestic rates in the United 
States for local movement, just 3s we have domestic rates 
in Canade for local movement? 

A. Maybe, maybe, 

Q. And then they have their export rates? 

A. Maybe. 

Qe "ao" L think: that ceservation, in view of the rate 
Structure, is not sound. 

A. Well, I would disagree with that, Mr. Sincleir, 

Q. Well, we can argue, 

A. I think that the observation I made is sound, end 
we would press that very, very strongly, thet it is not 
fair to make a comparison of mile for mile rates in Canada 
and those in the United States without going into many more 
factors than just the mileage between Whately, say, and 
Duluth, as compsred with Regina and Fort William, on grain, 

Q. The American farmer, whether he is on 2 line, a 
rail line, thatmoves to a gulf port, a lake port or a 
Pacific Coast port, gets a price -- Galveston, Kansas City, 
Minneapolis -- less freight, just as in Canada the farmer 


Sets a price of Fort William less freight; that is correct, 
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is.16 not? 

A. No, I would not want to .ssay whether it is or not, 

Q. Do you mean by that that you do not know, or you 
would disagree with the statement? 

A. I have not made s sufficient study of the freight 
rates in the United States and all of the ramifications to 
be prepared to make any definite statement here, That ie 
our whole contention, that sny comperison involves such a 
wide inquiry that conclusions should not be drawn on just 
the mileage, comparative mileages. 

Q. I am going to ask you to make an assumption with 
me, Mr. Brownlee -- it is not the one you are expecting, 
The assumption I am going to ask you to make is that the 
cost of producing grain in Western Censads has gone up by 
8 dollar a bushel. That is an assumption that I ask you 
to make with me. 

THE CHAIRMAN: Since when, Mr. Sinclair 9 

MR SINCLAIR: As of tomorrow, we will put it; 
as of tomorrow the cost has gone up 4 dollar a bushel, the 
cost of production, over today's cost. 

Q.- And the day after tomorrow, Mr. Brownlee, you are 
going to sit down to negotiate a new agreement with the 
British Cereal Import Board. Now, do you suggest to me 
that with all the skill of the U.G.G. es traders they would 
not get that dollar or a large part of it from the British 
Cereal Import Board? 

A. Now you are assuming -- in the first place, the 
assumption is one that is so extraordinary that I would 
not want to try and say what would be done in trying to 
deal with the Cereal Import Board. It is entirely a--- 

Q. You mean the dollar is too big? Let us make it 
fifty cents, then? 

A. All right. Now you sre essuming that the fifty 
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cents only applies in Canada? 
: Q. I am assuming that the cost hes gone up of 
producing Canadian grain fifty cents, yes. 

A. I would say that with all of the factors which 
play upon the price of grain in the foreign market, the 
United Grain Growers acting in the place of the Wheat 
Board could not get--- 

Q. The average exportable wheat crop is 300 million 
bushels; can we agree on thot? 

A. Now, I said could not get all of the price; they 
might get part if it went up thet much, but I would doubt abs 

Q@. How much? Let us have an estimate, 

A. Lo could not say. 

Q. You could not say? 

A. No, because-~-- 

Q. They would get part? 

A. ---it seems to me that there are too many factors 
which enter into the price of wheat over in the old country. 
Now, mind you, I do not profess, Mr. Sinclair, I. do not 
profess to be a grain sslesmon. We have our grain salesmen 
in Winnipeg, and I do not profess to be one, and I can only 
give you my own Opinion for whet it is worth, 

Q. Well, I would like to have your opinion in these 
matters, 

A. That is our opinion, that the changes in a local 
area such as Western Canada will not be reflected necessarily 
in the world price. 

Q. But if it went up fifty cents a bushel you, I think, 
would agree with me--- 


A. Pardon? 


Q. If it went up fifty cents a bushel, the cost of 
production went up fifty cents a bushel in Canada alone, I 


think you agree that they could at least get some of it? 
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A. I am not prepared to make the admission, 

Q. Now, the everage--- 

A, I think there are too many factors thst would 
come into play in fixing the world price of wheat, 


Q@. The average exportable wheset crop is 300 millions, 


Canadian? 

A. The average exportable? 

Q. Yes. 

A. Oh, I would think that is a little high, That 
is a little high, 

Q@. Where would you like to put it? 250? 


f. I would say somewhere probably 225, 250; might be 


Q. Might be 250? 
ha Yer. 


Q. You would not want to put it a little higher than 


A. No, just speaking now from memory. I have not 
attempted to look up the figures. 

Q. Well, that group of pushels, 250 million, hss a 
tremendous effect, I take it, in your view, on establishing 
the market price? 

A. It would have some, yes. 

Q. A tremendous effect? 

A. It would have quite an effect, yes, play its port. 


I was asking sbout the total exportable grain from 


different countries. Go shead. 
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Q. You don't want to change your answer? You 
Said 1t would have a substantial effect. 

A. No, I didn't say it would have a substantial 
effect; I said it might have some. The trouble is if 
the price of our wheat went up aye 50¢ and we tried 
to get that out of the price, we would not sell as much 
wheat. The other countries would step in and take the 
Canadian market. 

Q. Are you suggesting to me that they would 
expand their acreage? 

A. I beg your pardon? 

Q. That they would expand their acreage? 

A. No, the other countries, the United States 
in the last three years has very greatly increased its 
production of wheat. 

Q. Would you suggest that that is because it 
is being paid a subsidy over and above the world price 
that maybe up to 40 or 50¢ a bushel? 

A. I suggest it has been because it has been 
put in greater acreage and then they have had extremely 
good crops, yes. 

Q. But over the long range of four or five 
years, and I take that as a long range in the wheat 
market - you would agree with that, I think, wouldn't 
you, Mr. Brownlee, for price fixing, four or five years 
ts a long range in the wheat market? 

A. Very good, yes. 

Q. That the Canadian block of wheat, 250 million 
bushels, would have a real effect on the world price? 

A. It plays its part, yes, but I still say 


that Canada cannot push up its price over a period of 
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four or five years without having repercussions, and 

I still say that the market over in London is based 

on many factors of which the local price, local freight 
rate in Western Canada, in my Opinion is not one. Mr. 
Armstrong does not agree, but - - 

Q. I think there were quite a few others besides 
Mr. Armstrong that would not agree. 

A. Very good. I am expressing my opinion. 

Q. Yes, I quite understand. Now, you would 
agree with Mr. Wesson - or would you - that you know 
of no payments under the International Wheat Agreement 
at less than $1.98 per bushel? 

A. At the moment I don't know of any. We will 
know better when we get the report of the Canadian Wheat 
Board. 

Q. So that in the crop year 1949-50, the price 
at Fort William, average price at Fort William, will 
likely be $2.00 or a little better. Would that be 
right? 

A. Which? For what? 

Q. For all wheat, taking the No. 2 Class wheat 
at over $2.00, British Wheat Agreement wheat at $2.00, 
and the International Wheat Agreement wheat at $1.98? 

A. Well, this year is the last year of the 
five-year pool. 

qs Shas 46 right. 

A. And I certainly don't expect anything like 
$2.00 a bushel from the five-year pool. 

Q. No, I am talking about this crop year, I 
said 1949.50 crop year. Would you agree with that 

A. That the Wheat Board in selling Canadian wheat 
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may realize Somewhere in the neighborhood of $2.00? 

Q. Yes. 

A. Well, that might be. We have got to take 
into consideration the price at which it is being 
sold to Great Britain, and all other factors, and I 
would not want to say that even this year it would be 
$2.00. It might be, I don't know, $1.80 or $1.85, 
Somewhere around there. 

Q. You mentioned this morning the price of 
$1.75 under the British Wheat Agreement. Is that price 
fixed at the initiative of the farmer, Mr. Brownlee? 

A. What price is this? 

Q. That $1.75 price that was fixed? 

A. Well, the $1.75 price is the price that is 
now being advanced by the Canadian Wheat Board under 
the five-year pool. 

Q. I am not talking about that. You mentioned 
this morning that under the British Wheat Agreement, 


Canadian wheat had been sold much below the world market 


price. 

A. Yes. 

Q. Very substantially? 

A. Unquestionally so. 

Q. At $1.75 you mentioned. 

A. Well, it was sold at $1.55 the first two 
years. 


Q. Then we will take the $1.55 figure. Was 
that put into effect or was that the figure that was 
fixed at the initiative of the western farmer? 

A. No. 


Q. That price was fixed for considerations other 
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than those of the farmer? 

A. That is the price fixed by agreement between 
the Canadian Government and the British Government as 
far as I know. 

Q. But as a grain trader you would agree that 
you could not get more than $1.55 for that wheat? 

A. Well, we believe that - now, mind you, to 
go back and say whether or not that was a wise agree- 
ment between the Canadian Government and the British 
Government is rather a difficult thing to do. 

Q. I am not going to ask the question. 

A. It involves a lot of Questions, and I don't 
know that I even want to gO on record as saying that 
any particular trader could have got more at that time. 
We think they could, yes; we think the farmer lost a 
lot of money because the price was held down. There 

are some people that disagree with that. 

Q. So interference of the Government in the 
agricultural wheat economy adversely affected the return 
to the farmer in that instance in the Opinion of the 
United Grain Growers? 

A. Yes, we think so. We think the farmer was 
called upon to bear quite a large part of the burden 
of controlling inflation, yes. 

Q. So when another agreement was made you made 
it quite certain that the interests of the western 
farmers would be protected to the extent - - 

A. Are you speaking of the International Wheat 
Agreement? 

Q. Yes. 

A. Well, Mr. Wesson was there, and he can speak 


with much more authority than I can with respect to that. 
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THE CHAIRMAN; Well, Mr. Sinclair, we will 


take a few minutes arr. 


-~-~-RECESS 
---UPON RESUMING 


MR. SINCLAIR: Q. In view of the fact, Mr. 
Brownlee, that I put this question to Mr. Harries and 
to Mr. Wesson, I think it only fair that I put it to 
you. Can you tell me how the western farmers would be 
harmed if the Board of Transport Commissioners on the 
established principles of rate-making, fix just and 
reasonable rates for grain; and the farmers, if they 
needed assistance, secured that assistance from the 
Dominion Government. 

A. Well, it seems to me, that your question, 
Mr. Sinclair, covers rather a wide range. The question 
of what is a fair and reasonable rate in relation to 
whom? To the Canadian Pacific or to the farmer or to 
whom ? 

Q. Can I give you the answsrto that? Under 
the established principles of rate-making, they have 
to be just and reasonable not only to the railways, 
but to the shippers. And in that term "shippers" 

I include consignees. 

A. Well, it seems to me that you have got to 
GO a little further than just the question of fair 
and raasonable rates in dealing with agriculture. In 
any event your suggestion of a subsidy involves a 
means test, and I don't see how that could be carried 
out at all. I think that the worst thing Canada could 


undertake would be the payment of any subsidy direct 
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to the: producer. . 

Q. Today, Mr. Brownlee, there is a machinery 
under the Wheat Board for making settlements with 
producers up to some years after they have delivered 
their crop to the elevator. 

A. You mean through the Wheat Board? 

Q. Yes. 

A. But only on the basis of the actual number 
of bushels they have delivered and the price range 
that has prevailed. 

Q. If the Government established a floor price 
for wheat, that would be in the nature of a subsidy if 
wheat went below that figure, wouldn't it? 

A. If wheat went below that figure, a floor 
price would be a guarantee at least that the farmer 
would get a certain price for his wheat, yes. 

Q. And if wheat in Canada was fixed on a parity 
basis like the United States, that to your thinking, 

I believe, would be a Subsidy too, wouldn't it? 

A. Well, the parity program in the United 
States is designed to give the farmer a minimum price 
for his grain, yes. 

Q. That would be to your mind? 

A. In some years, yes, probably a subsidy, 
but I doubt very much if Canada is in the position to 
follow the United States in any plans of that kind, 
for the simple reason that the United States has such 
a large domestic market for grain that it can do things 
which Canada cannot possibly do. 

Q. Now, the farmers of Western Canada have had 


to look to the Dominion Government in the past for 
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assistance. That is correct, isn't it? 

A. You mean as part of relief? 

ae pees, 

A. Oh, yes, in the 1930's they looked primarily 
to the Provincial Government and the Municipality, but 
the Dominion helped out. 

Q. Yes, and they helped out also with Farmers' 
Creditors arrangements? 

A. Not financially. 

Q. It relieved the debt load on them, it 
resulted in relieving their debt load? 

A. The, Farmers' Creditors arrangements provided 
for a board of review which relieved farmers of a 
certain amount of their debt, but there is no finaneial 
assistance given under that Act. 

Q. No direct? 

A. NO. 

Q. Now, you mentioned this morning, according 
to my note, that you found it difficult to understand, 
if the farmer got his full cost of production in the 
1930's, that the debt load of the western farmer 
increased. I suggest to you that - - 

A. I think if he got his full cost of 
production plus a reasonable amount for his labour and 
time, that I find it difficult to understand how the 


debt load in western Canada from 1930 to 1937, somewhere 


in there, became so great. 


(Page 19637 follows) 
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Q. You would agree with me, Mr. Brownlee, that one of 
the major factors in increasing that debt load was the 
fact that there were many .farmers who had no crop or had 
avery, very small crop and lots of them did not get their 
seed back? 

A. In some areas that was the case but the problem 
was altogether too general to trace it to any one cause 
on that occasion and to show Just what the difficulties 
and problems are in the case of the City of Edmonton in 
what we consider to be one of the best farming districts 
of Alberta as you have in the south or southeastewhat you 
might call the drought area. TI know because my office at 
that time, I Suppose, handled more of these cases than any 
other, ~ I think I can Say rather modestly that we handled 
more cases around the City of Edmonton than probably any 
one firm did because of our connection with the farm 
organizations. 

Q. But the drought and the fact that the farmers did 
not get back their seed did Substantially increase that 
debt load? 

A. In some areas, yes. 

Q. And the fact that they had a lot of machinery 
notes outstanding - 

A. Well, surely the carrying of machinery notes is 
part of the cost of production which you say they got 
back? 

Q. Iam just exploring the Statement, Mr. Brownlee. 
These machinery notes were as a result of ipurchase by the 
farmers at a higher price level compared to the time that 
they became due. Would that be the cause of the 
increase of the debt load? 


A. No, I would not Say that. I .may be wrong because 
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I have not - I am bound to say that I have not examined 
into the relative costs Of machinery that might have been 
purchasedg in the early 20's with the cost prevailing in 
the 30's but I will only say that so far as any contact 
which I had with cost (and I had quite a number) TI never 
came to that conclusion that that was one of the factors. 

Q. Now, just one other group of questions, Mr, 
Brownlee and they have to do with the two examples that 
we were able to find that we Say show that a reduction 
Or an increase in the freight rate was taken up in the 
prices, 

Now, you offered this morning certain figures. I am 
going to deal first with Chicago, if I may. You gave them 
rather quickly and I don't know if I have them accurately, 
Or if I took my notes exactly as I should have,but if I 
have not got them correctly I know that you will correct me, 

You gave a figure, if I have it correctly, for May ena. 
for Chicago Cash Wheat and I suggest that the figure should 
be $1.16 for No. 2 yellow hard? 

A. Well, Mr, Sinclair, I think we are talking about 
two different things. When we come to consider the markey 
trend, we are accustomed to Wests fé the figures rather than 
the cash for the Simple reason that (I think I am Fight in 
this and I think Mr. Wesson probably would bear me out) 
that when you come to deal with cash, there are 
many factors entering into the cash market. For example, 
there are times when No. 1 feed wheat will be at a great 
premium simply because purchasers want that. So that in 
grading wheat we think it is unsag to take the cash trend 
and try to form an Opinion and we prefer to take the 
futures trend and the prices that I gave you were the futures 


prices on the Chicago Exchange and now, with your permission, 
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I wish to give ‘these figures as I now have them. 

On May lst the Chicago price was $1.12-7/8: 

THE CHAIRMAN: What year? 

AS 1929) sar. 

MR. SINCLAIR: This is futures on what grade? 

A. This is futures, that is the deliverable prices 
in the Chicago market as they are quoted and these are the 
prices we now have and which, we think, show the trend of the 
market much better than your cash price. 

THE CHAIRMAN: What futures were these? 

Q% This was the May futures, sir - $1.12-7/8, $1.13, 
$1.12, $1.10, $1.08, $1.05, $1.06, $1.03, $1035 &$19035 
$1.04, $1.05, $1.04. That takes you down to the 15th - 
$1.06-7/8, $1.01-3/4, $1.03-1/4, $1.02-1/2, $1.03, $1.02-3/4 
$1.01, -98-5/8, .96-3/4, .97, -95-5/8. 

Now, our contention is that that shows a steady 
decline in May 1929 and that you cannot point to any par- 
ticular day and say that because oF somethin’ that was 
done with respect to freight that it affected the price on 
that day because you had a Steady decline though the month. 

Q. On what day was this reduction made? 

i May 29th, sir. 

MR SINCLAIR: Now, as I underst.and you, Mr, 
Brownlee, you are Saying that the examples we gave do not 
offer any evidence of our position because they are cash 
prices rather than futures prices? 

A. We say apparently that - we Say that the 
futures price in our Opinion is the better guide and we 
Say in the second place that, having regard to the whole 
world condition at that time (which I could give you my 
version of if you wish) and the whole trend of the market 


from May 1929 down, and this is the temporary bull market 
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which occurred that followed as a prelude to the deluge 
which came afterwards - we Say that it is most unsafe to 

try and pick out what has fappened on one day and Say that 
it proves one thing or another, 

Q. Would you agree that the futures market is a 
Speculative market and, therefore, cannot be used to measure 
the effect of a rate reduction which would automatically 
affect the cash price if our position is a correct ene? 

A. Well, no, I am not prepared to say that that is 
the case at all. As a matter of fact, I would think that 
if a change such as you suggest were about te be put into 
effect that it would show itself on the Speculative market 
very quickly and probably nmore quickly and be measured 
more accurately than on the cash market, 

Q. So that you disagree with the views of Mr. Armstrong 
in this case? 

‘A. I have a great respect for Mr, Armstrong but in this 
One case I am bound to Say that we éannot follow his 
reasoning, 

Q. You would agree that looking at the figures that Mr. 
Armstrong put on the record, that there was a Stable market in 
cash wheat in Chicago for a number of days - quite a few days- 


aS a matter of fact, for some twenty days prior to this 


reduction taking place and then there was a reduction that 
took up the amount of the reduction in the wheat? 
A. No, I am not prepared to go that far at all. Now, in 
the first place, you are taking the end of May as the date 
that you make your estimate. 
Now, at the end of May invariably the cash position and 
the futures position have to come together and it is an 


unsafe time in any month, in my Judgment, to form an opinion 
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which is based on the cash sales but what you have to remem- 
ber is that we were getting into a sick position at that 
time with respect to wheat. We had finished harvesting the 
greatest crop up to that time that the world had produced in 
wheat and then followed the very poor crop of 1929 which 
brought about a temporary bull market but, because of world 
conditions generally, it was followed by a somplete collapse 
at the end of 1929 and in early 1930 and in a period of that 
kind I suggest very Strongly that it is most dangerous to 
take what happened on one day just because there appeared to 
be a coincidence and to try and draw a conclusion that 
something that was done with respect to freight rates may 
have caused a variation that day in the cash position of 

a particular grade of grain, 

Q. Well, you will agree that the same pattern was shown 
in July in which you had cash wheat prices. of 10229 

A. In connection with cash? 

Q. Cash wheat, yes. 

Ae IL. may have but I. still Say that it is a coincidence: 
that you cannot and would not dare base & programme of in- 
creasing freight rates in Western Canada on. 

Q. You would say then that what we had was really 
a remarkable coincidence. Is that it? 

A. Dealing with cash wheat possibly, yes, I may say 
that if you take the price on the Winnipeg Grain Exchange for 
the same month you will find exactly the same that I have 
given you with respect to Chicago; that is, you will find 
a continual decline for the month of May and on into June. 

Q. I do not propose to argue the point with you, 

Mr. Brownlee. 
A. I am simply giving you my Opinion, Mr. Sinclair, the 


best I can. 
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Q. I appreciate that. Now, you would agree with me, 


¢ 


would you not, Mr. Brownlee, that your knowledge of the 
independent mien of the Western farmer - 

A. The independent what? 

Q. Mien - outlook of the Western farmer, that he does 
not want any freight rate that gives him a special advan- 
tage to the disadvantage of other people. .insthe country? 

A. Well now, Mr, Sinclair, I don't think that is putting 
the question in a fair way at all. That Western farmer - 

I have a great respect for the Western farmer. He is as 
fair-minded as the average man you will meet anywhere but 

he is carrying on business in a very difficult way and under 
difficult way and under difficult circumstances and because 
he askes for certain protection either in tprice or in 
freight rates, some Special protection, I do not think it 
Should be interpreted as asking for something which other 
men have not got. 

Q. I do not know that that quite Gee the question 
I put to you, Mr. Brownlee? 

A. I think that is the only way I can answer 5 ee Be 

Q. C&n I try it again and maybe we can take another 
look at it. I asked you that, having in mind the endependent 
mien of the Western farmer, he would not want a freight rate 
on grein that gave him special assistance that was paid by 
other people in the country to their detriment? 

A. No, I won't go that far with you. I say that the 
Western farmer wants a Square deal and that so far as freight 
rates are concerned, he has built up his economy on the basis 
of reasonable and fair rates to him protected by Parliament 
and he wants those and if the impact should rest here or therg¢ 
he wants Parliament to be the body who will say that and 


provide: the answer, 
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Q. Well, om I to take from your answer that the 
western farmer wants his rates on grain to be fixed on rs) 
different basis icy racists different principles then are 
in other rates in Canada? 

A, Undoubtedly, 

Q@. He does? And you think he should look to the 
raiBways to carry any burden? 

A. Not necessarily. I do not Say that and I have not 
Said it from the beginning; our brief does not say 1%, 

We say that you have a. Pight to go to Parliament if you feel 
that you ere losing money and that we are prepared so far 

6s the farmer is concerned to rest our case with the 
Government end whatever the wisdom of the Government 
decides, we are prepared to abide by it, 

Q. Can you tell me this -- 

A. The Government mey meet that situation in different 
Weys. It may say thst the railway company should carry a 
part of it because of the nature of the volume and what it 
brings indirectly. It may say, if it says anything at ell: 
"We will treat it another way, We will treat it 4s € sub- 
Sidy to the railway as a whole," to make up your losses on 
Pessenger traffic, for example, 

@. If we have any? 

A. Well, your brief very definitely says you have, 

Q. In Western Canada, 

A. And you want to charge 98 large part of it up to the 
farmer. 

Q. I think we could make quite an argument on that 
end I won't get into 9s discussion on it, 

A. I am not trying to be difricuit, 

Q@. Oh, no, Now, Mr, Brownlee, would you agree with 
this Suggestion, that the reason why the western provinces! 


Submission to heave grain rates not made part of this inquiry 
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end the Government's insistence thet they should be -- 

A. Tow, will you please give that agein; I have 
not followed you. 

Q. That the demend of the western provinces to the 
Dominion Government that Crow's Nest rates be not mode 2 
part of this inquiry and the Dominion ‘Government's insist- 
ence that they should be, is evidence of the fact that the 
Government realizes that--- 

A. I would rather you would let the provinces snswer 
that, because I em not sufficiently familiar with it. 

Q. You would not like to discuss that? 

A. I do not know anything about what took place be- 
tween the provinces and the Dominion and, therefore, I do 
not want to pass sny opinion on it. 

Q. Then, would you think thet an inquiry into the 
Crow's Nest Pass rates in Parliament (and I want you to 
be very frank with me, Mr. Brownlee, in this matter if 
you cen) would be an inquiry into the merits of the 
question? 

A. Why not? 

Q. You ask me, "Why not?" 

A. Yes, 

Q. Could I suggest to you that there is a very deep 
feeling emong the western farmers that these Crow's Nest 
Pass rates are, to use a phrase that has been used here, a 
Magna Carta -- something that thew cannot get along with- 
out, and something that they will mot discuss on the 
merits. Have you ever, Mr. Brownlee, heard s western 
farmer discuss the Crow's Nest Pass rates on the merits? 

A. Well, quite frankly, until the issue wes r 
raised in the last few days, I have mot heard fermers dis- 
cuss it at all. It was taken for granted and undoubtedly 


it is considered by the farmer as one of the conditions 
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under which he was brought into Western Canada snd made his 
investment in the land and thet as a matter of good faith 
he should be protected, 

Q@. Would you ogree with me, Mr. Brownlee, thst in 
1921 and 1922 the farmers! organizations made the restora- 
tion of the Crow's Nest Pass rates-a political issue in 
Western Cansda? 

A. In 1922 I have no doubt whatever thst the formers! 
organizations, realizing the importance of the Crow's Nest 
rates to western agriculture, did everything they could do 
to protect it -- yes, 

Q. I asked you if you would agree with me that they 
made it a political issue? 

A. I presume they did, yes. 

Q. And the U.G.G. would eall meetings to discuss 
the matter? 

A. No, the U.G.G. did not call meetings at that time 
because the U.G.G. preferred to leave that other farmers! 
organizations -- the noncommercial. 

Q. I am sorry -- the U.F.A,? 


A, Yes, the United Farmers, I have no doubt, 


Q. And that the Crow's Nest rates, every time they are 
raised in Western Canada, become political issues, is that 
Correct 7 

A. I have no doubt at 911 if you mean by “politics1" 
that the farmers will do everything they can to hold those 
rates, yes. Why shouldn't they? You and the Dominion 
Government brought farmers out end put them on the lend on 
the strength of that egreement, Now, why shouldn't they 
try to protect it? 

MR MACPHERSON: It was an agreement in which there 
wes Singular unanimity between perties,. 


MR SINCLAIR: I wes not esking Mr. MacPherson 
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about it. I know he knows all about politics -- that's 
for sure, | 
Now, you would agree with me that the very fact 
that the Canadian Pacific tried to have this issue discussed 
on the merits has immediately started political ramifications 
Operating in Western Canade. That is correct, is it not? 

A. Iwill say this, thet since the matter has been 
brought before the Royal Commission, undoubtedly the farm 
organizations and the farmers themselves have ao keen interest 
in it -- yes, 

Q. You won't go further than that? 

A. Not at the moment. 

Q. Now, you would sgree with me, Mr, Brownlee, in this, 
that the politicsl srensa is not noted for a place to secure 
@ judicial review of an issue? 

A. Well, no, I am not going to go that far. TI have 4 
little higher respect for our governments then to believe 
that the governments, either Dominion or PROVIVC181 , are 
entirely influenced by politics and I think that on any 
question affecting the welfare of Canada or any pert of 
Canada a fair and proper solution of a problem can be ob- 
tained from the Government, 

Q. That is the best answer you can give to me? 

A, That is the enswer I will give you end it is the 
best one I can think of at the moment, 


Q. Thank you very much, Mr. Brownlee, 


RE-EXAMINED BY MR STEER: 
Q. There is one question which I Should have put to 
Mr. Brownlee end overlooked, if I may, my lord. 
I would like you, if you will, Mr. Brownlee, to 
discuss the question of the merginal producer and the effect 


which increased costs of production has had or may be expected 
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to have upon him? 

A. Well, I. only would like to make this observation, 
that I do not think any of us probably fully sppreciate the 
number of marginsl or near-marginal producers that there 
may be in Western Canada in some of the Older districts and 
in some of the new; meny @ smaller acreage farmer particular- 
ly. 

THE CHAIRMAN: Are you talking now of the lend 
being marginal? 

A. Well, the farmer whose farming operetions are what 
we call maerginsl or near-marginal, 

Q. Why would they be that? 

A, Because of what he is able to eern in the production 
of his land. For instance, a man may have a small acreage. 
He may be in an area where you have three crops out of ten 
end there may be various reasons why you may have quite 3 
few farmers who sre either at the marginal or near-marginel 
level and I would be quite fearful that any substantial 
increase in freight rates would aggravate that problem and 
might result in quite 9 difficult social problem in Western 
Canada and in the farmers being forced off the land. 

We faced it once -- we faced it to some extent for other 
reasons in the southeast part of Alberts in the deys when I 
was in the Government in Edmonton, It is a very difficult 
problem to have to face and it does seem to me that any sub- 
Stantial increase in freight rates might result in a problem 
oP-that kind + s fairly extensive one, 


MR STEER: That its all, thank you, 


- 19648 . Mr. O'Donnell 


MR O'DONNELL: You asked, my lord, if any explanation 
were available about this 766 miles between Edmonton and 
Vancouver and I was looking in the General Freight Rates 
Inestigation Report and I found there (that is in 
17 J.0.R. g R. page 131,) I find there at page 205 
the following explanation. It refers to a Board Order 
36769 of the 2nd of September, 1925, which was reviewed 
in the General Freight Rates Investigation and, speaking 
of that Order, the following remarks appear by one of the 
Commissioners: 


"The Canadian Pacific Railway in computing their 


their rates under such Order have adopted the Canadian 
National Railway mileage from Edmonto to Vancouver, vig; 
766 miles instead of their actual mileage from Calgary to 
Vancouver, viz; 642 miles. Should there be allowed to 
continue to collect tolls on the basis of this assumed 
mileage? 

In looking at the map of British Columbia and the 
Prairie Provinces, it can be seen at a glance that Edmonton 
and Calgary are the two gateways through which the traffic 
moving from the Prairie Provinces to Vancouver must pass. 
Heretofore, the rates from Edmonton to Vancouver were the 
Same as the rates from Calgary to Vancouver. On that basis, 
our two great railway systems extended their lines into the 
prairies, built railway facilities, grain elevators, etc. 

If the rates were lowered from Calgary to Vancouver, 
the Canadian National Railway would lose a considerable 
amount of its traffic to its competitor, and so railway and 
grain loading facilities would be rendered useless; or else, 
the Canadian National Railway, with s view to retaining its 


traffic, would be obliged to reduce its rates to the basis 
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of the rates charged by the Canadian Pacific Railway. 
Then, instead of the Canadian Pacific Railway assuming the 
mileage of the Canadian National Railway, The Canadian 
National Railway would assume the mileage of the Canadian 
Pacific Railway shorter line, . entailing a considerable 
loss of revenye to both railway systems. 

Another anomaly would also be created. A shipment of 
grain via Canadian National Railway to Vancouver,from a 
point at a given distance east thereof, on account of 
this reduced mileage, would be carried at a lower cost 
than a similar shipment to Fort William, from a point the 
same distance west thereof, thus defeating the avowed 
purpose of Order 36769 which was to equalize the rate 
to Fort William and Vancouver on Breit ane Flour for ex= 
port. 

In computing rates on grain and flour to Vancouver 
for export, the Canadian Pacific Railway should be allowed 
to continue to assume a mileage of 766 miles, namely, 


the same as the C.N.R. from Edmonton to Vancouver." 


There is another short passage on 132, 

THE CHAIRMAN: Whet is the number of it, you say? 

MR O'DONNELL: 36769, 

THE CHAIRMAN: When was that made? 

MR O'DONNELL: On the 2nd of September, 1925, 

THE CHAIRMAN: Have you it here? 

MR O'DONNELL: I haven't it here, my lord, «buat,.1 
think in the General Freight Rates Inquiry it is sufficiently 
Summarized, 

THE CHAIRMAN: That was still later? 

MR O'DONNELL: Yes, this was 1927. This judgment 
I was reading from was lst of September, 1927. 


THE CHAIRMAN: And is thst the result of the General 
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Investigation? 


MR O'DONNELL: Yes, sand it is paragraph 2 of 


General Order 448 which is in this some Reporeri77 0. 0, 
R. & R. at page 294 which was made accordingly. I read 
that earlier. It is three or four lines,’ Iwill read it 


again if you wish, my lord, page 295: 


"The Board orders as follows, namely:- 

2. Thet the rates on grain end flour from 
prairie points to Vencouver and Prince Rupert for 
export shall be on the same oasis as the rates to 
Fort William, but in computing such rates, the distence 
from Calgary to Vancouver vis the Canadian Pacific 
Rsilway shall be assumed to be the same as from Edmonton 
to Vancouver vis the Canadian National Reilway, namely, 
766 miles," 

THE CHAIRMAN: Somebody handed me an earlier judg- 


ment where the Canadian Pacific Railway already had such a 


rate in effect on account of the mountain, 


MR O'DONNELL: Yes, it ties in with that, my lord. 


There is reference to it in this judgment but I think it was 
published on a different basis in the finoel analysis; it was 


@ matter of equalizing the rates on the two railways, 


THE CHAIRMAN: Here is what it Says: 

"The rates established by the Canadian Pacific 
Railway on grain end grain products to Vancouver for 
export, were based on a relationship to the grain rates 
to Fort William, the basis, roughly (snd with some 
exceptions) being thet from its main line end southern 
branches, rates to Fort William were applied to 
points of corresponding mileage to Vancouver but with 
the addition of a constructive milesge for the mountain 


havi jy" 


The Board says that is why the Canadien Pocific Reilway 


FIN -19651- 


itself made that exception, 

MR O'DONNELL: Well, at page 204 of the Generel 
Freight Rotes Investigation--- 

THE CHAIRMAN: And the Board, by that subsequent 
order, cont irmed. it, 

MR O'DONNELL: That is hi my lord, 

THE CHAIRMAN: I suppose at the time it would be 
On account of the long haul. 

MR O'DONNELL: Yes, my lord. 

THE CHAIRMAN: Then we will adjourn, 


~--The Commission adjourned at 4:45 p.m., to meet agein 
at 10:30 a.m. on Thursday, Merch 40; 195¢:; 
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- 19652 - 
Ottawa, Ontario, 
Thursday, March 30, 1950. 
MORNING SESSION 
THE CHAIRMAN: All right, Mr. Covert. 
MR COVERT: The first submission this morning, 
Mr. Chairman, is that of the Alberta Federation of Agri- 
culture. The witness is Mr. Roy C, Marler, and I think 


Mr. Steer is presenting the case for the Federation. 


ROY C. MARLER called, 

EXAMINATION BY MR G.H. STEER, K.C.: 

Q. Mr. Marler, you appear on behalf of the 
Alberta Federation of Agriculture? 

Me ese 

Q. And that is an Alberta organization of some 
sixty different agricultural producer organizations? 

Awirihnatidsecorrects 


Q. And a brief has been filed on behalf of that 


Q. Which I would now ask to have made a part of the 
record, my’ lord. 

THE WITNESS: The Alberta Federation of Agricul- 
ture as stated in our submission on June 13th, 1949, rep- 
resents sixty different agricultural producer organizations. 
In that brief we dealt with transportation in relation to 
Alberta's agriculture. We dealt with the question on a 
general basis which was supported in greater detail by 
submissions from a number of our affiliated member bodies 
interested in specific aspects of our industry. 

We did not attempt to deal with the question of 
grain rates or the Crow's Nest Pass Agreement as there was 
some question as to whether the Commission would 
consider these in its study, other than to state, and we 


quote: 
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"Bearing in mind the vulnerable position of the grain 
producer it is not difficult to understand the importance 
attached to grain rates. The marketing problem of the 
prairie grain producer cannot be considered a purely sec- 
tional matter but is rather one of truly national 
concern. We do not feel that the marketing of the Western 
grain crop involves any regional conflict of interest. 
In fact, it would be true to say that the prosperity of 
other regions is most intimately connected with the success 
of that undertaking. 

We do not need-to point out to this Commission 
that the Prainite Provinces stand alone in being the only 
provinces in Canada having any sizeable area of undeveloped 
arable land. We can also say that we constitute the very 
foundation in providing surplus food products for not only 
other previnces of Canada, but also for export to many 
countries of the world, wheat being, shall we say, king-pin 
of all Canadian exports. The export of this product plays 
a very inportant role in the balance of international trade 
and may be looked upon as a barometer of the industry and 
economy of our province. 

The development of the arable lands in the prairie 
provinces during the last 70 years has resulted in Canada 
being recognized as one of the three major exporting < 
countries of the age and as a result of her food bank of 
wheat in the early years of World War II her food basket 
was placed in reach of the peoples of many countries. This 
and other factors have placed Canada as a nation ranking 
high in the esteem of these people and able to take a major 
position in international trade and international affairs 


generally. ‘These results are indeed commendable. We mention 
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them for two reasons. 

First, to show the inportant contibution that the 
soils of the prairies have made to the security and general 
welfare of the Canadian people. Secondly, to flash a 
warning that in order to secure this result over the years 
the major portion of our cultivated acreage has been 
Steadily cropped without any appreciable effort being made 
to restore the fertility of the soil. A very common phrase 
today is that "the farmers are mining the soil". Almost a 
negligible number of acres have had either legumes and 
grass seeded or manure applied to compensate, for the con- 
stant drain from successive croppings. In this regard, we 
might benefit from the experience of France. In that 
country today the land is more fertile than it was 200 
years ago as a result of farming methods of manuring and 
other forms of restoration. 

The main factor contributing to the lack of this 
type of farming practice is the generally low economic 
level of the agricultural industry during these three 
score years and ten of which transportation costs during 
So-called normal years and depression periods so materially 
affected the net return of rfarmers. Therefore we are sure 
that the many members of parliament representing all areas 
in Canada, because of their intimate knowledge of these 
conditions, are in a better position to be trusted with the 
responsibility of the Crow's Nest Pass Agreement than are 
the Board of Transport Commissioners, 

We need.not refer to many of the details as to .: 
what has transpired in the past years with regard to the 
Crow's Nest Pass Agreement and its effect on the grain 
growers of Western Canada, yes, all Canada. 


It has been stated time and again that the 
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safeguards established under the Crow's Nest Pass Agreement 
are essential to the welfare of the Prairie Provinces. We 
would Zo further and state that they are necessary in the 
economic interest of Canada. 

In support of this statement we quote the Royal 

Commission on Dominion Provincial Relations reporting 

in 1939 which, in turn, quotes the Parliamentary Committee 
which dealt with the same question under Order-in-Council 
P.O. "686 "oP Aga. 

"The Committee are further of the Opinion that as 
the production and export of grain and flour . forms 
one of the chief assets of the Dominion, and in order 
to encourage the further development of the great 

‘srain growing provinces of the West, on which 
development the future of Canada in large measure 
depends, it is desirable that the maximum cost of the 

transportation of these products should be deter- 
mined and known, and therefore Pe ey Opinion that the 
maximum established for rates on grain and flour, as at 
present in force under the Crow's Nest Pass Agreement, 
Should not be exceeded. " . * 

In further support of our position we quote from 

the same report as follows: 

"The economy rested almost completely on wheat . 
This one crop appeared to justify the large amount of 
capital borrowed abroad and invested in Western Canada, 
and it was the chief justification for most of the 
heavy investments of foreign money in the other sections 
of the Dominion. The Prairie region provided the 
principal economic contact of the country with the 


external workd; one-third of Canada's exports out of 


*Royal Commission on Dominion Provincial Relatiuns - BOOk II 
Page 189 
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which the external deptswould have to be serviced 
consisted of wheat and flour," *% 

It may be argued that the scene has changed sinte 
this report was compiled. We maintain that conditions today 
warrant even more than in any time in the past that the 
authority for grain rates as established in 1897 and 
reaffirmed in 1925 should not be changed. 

The grain crops of the Prairie Provinces are still 
the major source of income fer farmers in these areas. The 
volume produced has increased many times. This larger 
volume, the use of larger grain cars and great distances, 
along with the fact that the producer pays for loading and 
unloading, make for greater economy of transportation by the 
railways. 

These crops stiil depend on markets in other 
provinces and abroad. For a major portion of our exports 
we must compete with grain producing countries having 
ready access to sea-board shipping. The vOlume of grain 
produced in the Prairie Provinces and in competing 
countries is subject to violent fluctuations due to factors 
which are beyond the control of the producer. These uncon- 
trollable factors have a greater influence on grains than on 
many other agricultural products. This fact can and does 
affect the returns of the producer and when such conditions 
are in sway the producer having the higher transportation 
costs suffers most. 

The price factor, with the exception of three 
Short periods in the history of Western Canada, namely World 
War 1, 1926 - 29 and World War 1l, has been of major concerns 
to the producers. With the exception of these periods the 
cost of transportation even under the Crow's Nest Pass 


**Royal Commission on Dominion Provincial Relations - Book 1 
Page 77 
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Agreement, has been a major factor in determining the net 
returns to the producer. 

We have during the last five years, through the 
operation of the Canadian Wheat Board and United Kingdom 
contract, been able to establish a stable price for wheat, 
and aS a result have effected a greater degree of stability 
in agriculture throughout the width and breadth of Canada 
than at any time in the past. This has been done during 
a period of inflated prices but notwithstanding these inflated 
prices which prevailed on world markets, our prices of export 
grains in the main were placed under a ceiling as were wages 
and many phases of the operation of industry. The net 
result of such action proved to be a most Satisfactory way 
of handling Canada's war effort and the retaining of Canada's 
economy in a more effective balance for all people of Canada 
than was possible during the first World War. At that time, 
as a result of the Government's wartime policy certain 
releases were granted from the Crow's heat Pass Agreement 
which might be properly termed as the incentive in succeeding 
years for initiative and great enthusiasm for further 
concessions. 

We are now undertaking two major experiments to 
Stabilize the returns for wheat and coarse grains in the 
years ahead. The success of these efforts will depend on 
many factors. Should they fail, or should the effective 
demand for our products become such that the price is 
materially reduced, we may be faced with the conditions 
experienced so often in the past when transportation costs 
took such a large portion of the Selling price of grains and 
other farm commodities that little was left for the living 
or operating expenses of the farmey. Further, in this 


respect, the Crow's Nest Pass Agreement offers a permanent 
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basis relative to transportation costs on which to enter 
negotiations for markets and long term agreements such as 
the international wheat agreement. The repeal of the 
Crow's Nest Agreement would in effect take this degree of 
permanency out of the considerations and might subject 
transportation costs to marked fluctuationsfrom time to 
time as the Board of Transport Commissioners deemed equi- 
table in regard to transportation costs rather than the 
consideration being the ability to fulfill long term agree- 
ments and compete on foreign markets with other countries 
having shorter distances to market or short hauls to sea- 
board, notwithstanding the fact that it might be in the 
best interest of Canada's general economy so to a0; 

The Crow's Nest Pass Act specifically provides for 


continuance of this Agreement forever. While the 


agreement was paerenacd for a few years following World 

War 1 and while the agreement has been modified to some 
extent by the withdrawal of rates on certain commodities 
moving West from Port Arthur, this does not in any manner 
Suggest that the balance of the agreement should be scrapped 
or that the jurisdiction of these rates should be transferred 
to any authority other than the Parliament of Canada. 

Nor does it, through experience resulting therefrom, in our 
Opinion, justify the modifiver-taions made. 

In our opinion, as a result of studies made, 
there is no doubt that the parties concerned entered into 
this agreement with the full understanding of the facts 
and with appreciation :for changes which might take place 
in future years. To the best of our knowledge, the 
Agreement was made without circumstances placing either 


party in a position where they were obligated to sign the 
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Articles of Agreement. 

The Government was anxious to establish rates and 
railway lines which would encourage and assist with settle- 
ment of the West. They were equally anxious to strengthen 
their position nationally. Thus, it was felt necessary 
to prevent the flow of trade north and south with the 
United States which in the interests of national unity 
Should move within. the boundaries of Canada. It was their 
considered opinion that this trade should move east and 
west. 

Aside from the agricultural picture, they were 
interested in maintaining in Canada and for Canadians the 
development of mineral areas in Southern British Columbia. 

With these purposes in mind, the Laurier 
Government ‘saw fit to offer a subsidy for the construction 
of this line from Lethbridge to Nelson, British Columbia, 
far in excess of the offer made by the previous Government 
under Sir Charles Tupper. The proposal made by the 
Conservative Government included a subsidy of $5,000. per 
mile along with a loan of $20,000. per mile to be paid in 
2O..years iat 34 percent. The later proposal, and the one 
which was acted upon, was for a subsidy of $11,000. per mile 
which amounted in total to $2,404,720. 

This major concession which also put the railway 
in a position to take advantage of large land grants from the 
British Columbia Government represented sufficient incentive 
for the railway to sign the agreement which allowed definite 
concessions in freight rates. As the Minister of Trade and 
Commerce at that time stated, the reason for the Government 
granting a subsidy of more than twice the size proposed 
by the Conservative Government was the freight rate con- 


cessions being made by the C. P. R. These facts point to 
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the realization that the agreement as stipulated was deemed 
to be in the best interest of Canada only on a "forever" 
basis. 

It is our opinion that the railway had everything 
to gain by this Agreement. The railway is reported to have 
had prior to ' 1897 large interests in the mineral areas of 
Southern British Columbia. It was anxious to have an out- 
letfor traffic which was growing through the development 
of its smeltering industry and in turn, provide traffic for 
its main lines. It was equally anxious to forestall 
further development of American lines into Southern British 
Columbia which in turn would give them a monopolistic control 
of all traffic. The building of this outlet from Nelson to 
Lethbridge would give them a chance to complete negotiations 
with other railway companies in British Columbia for their 
lines or right to build. In so doing they could secure large 
and valuable land areas. 

These factors were such that the C.P.R. had oon- 
Sidered building this line “before the Crow's Nest Pass 
Agreement was signed. This is borne out by their Directors! 

Annual Report, 1896 - page 10. Quote: 
"Your Directors are strongly of the opinion that any 

delay in securing your interest in that direction 

will be extremely dangerous--that unless your company 
occupies the ground others will, the demand for ship- 
ping and travelling facilities being most urgent. The 
Directors feel that they cannot too strongly urge the 
immediate construction of a line from Lethbridge to a 
connection with your Columbia and Kootenay Railway at 


gadis tance of 325 miles and anticipating your 


Nelson, 
approval they have already taken steps toward commence- 


ment of the work on the opening spring." 


te et edt 


; eee 
ric liegt BS id 2 


Paes oy i 


aN? ee 


i 


RGN: 2 ae, 


cermagen Oa dwods aq a 


-19661 - Mr. Marler. 


With this information, it is evident that both 
parties to the agreement realized that future gains were 
Such that the Western producers sho-uld have protection with 
regard to rates in the shipment of grains and the westward 
movement of manufacturedessentials and that Eastern manu- 
facturers should be protected or assisted in placing their 
goods in Western Canada. 

When discussing the Crow's Nest retes, or for that 
matter, any phase of rail transportation, we must take a 
look at the complex nature of the Canadian facile 
Railway system. We must realize that from its earliest 
inception it has been the recipient of large cash subsidies 
and land grants. The Crow's Nest Pass Agreement included a 
very large cash subsidy and made it possible for the railway 
to secure added land grants, these from the British Columbia 
Government. 

These and previous grants included many acres of 
valuable farm lands which were later sold or are still 
being leased and thus are continuously revenue bearing. In 
the transfer of this property mineral rights were included 
with the surface rights. Other areas included valuable 
mineral and timber lands, thus over the period of years 
there has been undoubtedly a large revenue available which 
must be considered as part of the revenue of the System and 
not as separate enterprises. With the Widespread develop- 
ment of oil and gas in many areas this fact is of particu- 
lar significance, and at the present rate of development 
their potential net returns to the Company are causing our 
attention to be materially focussed on the subsidies and 
grants previously made by the Government. 

The settlers of the prairies are not unmindful of 


the benefits accruing to the C.P.R. as a result of contracts, 
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agreements and regulations under which a belt, known as the 
C.P.R. belt, comprising 24 miles on each side of the railway 
line, with provision that even numbered sections within this 
belt would be held exclusively for homesteads and pre- 
emptions; the odd numbered sections to remain railway lands. 
This created a situation where the settlers not only developed 
their own homesteads and pre-emptions, but as the areas 

took on community status with schools, churches, roads, 
villages, etc. the value of the odd numbered sections for 

the purpose of sale or lease were greatly increased. 

In the opinion of the prairie population the cash 
grants, transfer of other railways and the prevention of 
other interested parties from building railways north and 
south, were not, in the main, objectionable features and 
held a completely different status from the granting of land, 
minerals an: 2ther natural resuurses. 

We hesitate to hazard a guess as to what would 
be the condituons today or in what position Canada would be 
nationally if regulations had not been implemented to 
prohibit the development of railways north and south in the 
west. 

We note from a report of the Deputy Minister of 
Land in Alberta a statement of land sales by railway 
companies having Government land grants and by the Hudson's 
Bay Company that from 1893 to 1929 the C.P.R. sold a total 
of 15,789,730 acres for $150,818,665. 
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In 1897, theyear in which the Crow's Nest Act 
was assented to, the average price receivedby all railways 
was $3.23 per acre. The average for 1921 was $19.61 per 
acre and for 1929 the average was $11.46 per acre. 
im LBOY. the C.P) Bo “aola 135,681 acres for 
$431,095., an average of approximately $3.20 per acre, 
In 1921 they sold 275,636 acres for $5,898,994, an average 
of $21.40 per acre; in 1929 anacreage of 447,594 was sold at 
$4,902,593., an average of $10.95 per acre. The increased 
price per acre and the larger amount of land 
Sold during these later periods of higher acreage values 
Shows the increased values of the large land subsidies over 
their value at the time the grants were made and since the 
Signing of the Crow's Nest Pass Agreement. 
To illustrate the C.P.R.'s obligation to carry 
out theCrow's Nest Pass Agreement and the necessity for the 
agreement to remain a statutory responsibility, we quote 
from the Report of theDepartment of Lands and Mines of 
Alberta 1931-32 to show in part the contributions made by 
Alberta and the Prairie to these subsidies up to that date: 
"Land subsidies which had been granted in the 
Western provinces to aid in the construction of railways 
and granted also to the Hudson's Bay Comp@ny are shown, 
as applicable to this province up to the date of trans- 


fer of the resources, in the following table: 
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Alberta Alberta acre- 
Mileage age patented 


Calgary & Edmonton Railway Co. 295.07 1,806,168 
Alberta Railway & Coal Co. L[FL Ae L096, 217 
Souris Branch, Canadian Pacific Rly. Nil 160 
Pipestone Extension, Souris Branch 
Canadian Pacific Railway Co. Nil 5el 
Great North West Central Railway Co. Nil 640 
Manitoba Southwestern Colonization 
Railway Co. Nil 19,680 
Canadian Northern Railway Company Nil 859 
Manitoba & Southeastern Rly. Co. Nil 312 
Canadian Pacific Railway Company 332,10" 9,807,174 
Total 801,29 13,031,731 


In the four western provinces of Manitoba, Saskat- 

chewan, Alberta and British Columbia, 3,527,26 miles 

of railway were constructed, each Company being given 

a land subsidy to aid in the construction of its own 

particular railway. In the four provinces combined, 

a total of 31,672,006 acres was transferred to the 

different companies as land subsidies for the railway 

mileage so constructed. 

In this connection, a total of only 801.29 miles 

was representative of railway construction in Alberta. 
But in spite of this small mileage no less 

than 13,031,731 acres has been granted out 

of Alberta lands, a figure greatly in excess of the 

actual acreage earned by the construction of trans- 

portation lines within this Province. In addition 

to this, these land subsidies which were granted 


carried to the new ownership in practically every 
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instance, all minerals underlying such lands." 


We have not been able to obtain in Alberta infor- 
mation for the intervening years from 1932 to 1948 relative to 
the revenue from the saleof lands, lands leased, oil, gas and 
other sources, other than from the C.P.R. Annual Report 1948, 
page seven. Under income account we see that the net earnings 
for that year amounted to $18,419,166; from other income 
$24,864,949 -- after fixed charges of $15,890,264., a net 
income of $27,393,851. for the year. 

It would be our opinion that if the Crow's Nest Pass 
Agreement was found untenable by te CLP Ro ines 
Should be reconsidered on the basis of reverting back to the 
Government these many assets which have been turned over to 
the railways at one time or another, both in regard to the 
main ard Crow's Nest lines. The Government then might find 
it in the best interest of Canada to subsidize certain or 
all traffic over certain areas between eastern and western 


Canada. 
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The Crow's Nest Pass Agreement in its original 
form included the establishment of lower rates on 3 
list of commodities, coming from Eastern Canada, which 
were of particular importance to settlers establishing 
themselves in the West and to menufacturers in the 
East. This bears out the fact that the Government en- 
tered into the Agreement on the basis of establishing 
a greater Canada by developing trade within the coun- 
try, and to assist those parts both in Eastern and 
Western Canada which through necessity were subject to 
long freight hauls on both in ond out movements, 

In 1925 these commodities for Western shipment were 
deleted from the Agreement by Order-in-Council Pees 
886, During the intervening years between 1897 and 
1925 many changes hsd taken place with regard to 
the development of the West. These changes did not 
materially effect the relationship as between the East 
and West nor the necessity with regerd to shipment 
of various commodities .. 

I would like to make this comment here, that we 
are referring specifically to farm implements in this 
regard, 

We consider that the commodities listed under the 
original Crow's Nest Pess Agreement should not have been -- 

THE CHAIRMAN: Wheat did you say sbout farm im- 
plements? 

THE WITNESS: We have in mind in this regerd farm 
implements being deleted from the Crow's Nest Pass 


Agreement of 1925. 
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In support of this statement we find that through 
actual experience in Succeeding years the House of Commons 
in its wisdom found it necessary in 1937 to set up a 
Special committee on farm implement prices. We wish to 
quote some of the conclusions and recommendations from their 
report: 

"1. That the prosperity of the farm implement 

industry is directly dependent on the prosperity of 

agriculture. 

e. That farmers have a right to expect the price 

level of farm implements to be based on the 

most efficient and economical manufacturing distri- 

bution cost. 

3. That from 1931 to 1934 inclusive, when all the 

companies incurred financial losses, such were due 

primarily to the inability of the farmer to purchase 
farm implements coupled with his inability to pay 
for those fhe had already purchased, and not to 

the fact that prices of farm implements were lower 

than justified by manufacturing or distribution 
costs. 

4. That freight rate increases have contributed to 

the increase in the price of farm implements. 

5. That the matter of freight rates is of vital 

importance to the provinces more distant from the 

manufacturing centres and this is emphasized by 

the fact that the three prairie provinces absorb 

at least two-thirds of all farm implements sold 

in Canada. 

6. That the matter of freight rates on farm 

implements should receive immediate attention 

with a view to restoring lower rates thereon. 


7. That the interest of the farm implement industry 
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"and of labour engaged therein is best served by 

a full recognition of the fact that the prosperity of 
the industry and the increased and more permanent employ- 
ment of labour depend on the relative and actual pros- 
perity of the farmer and that all. will benefit by lower 
retail prices, thus encouraging the manufacture and sale 
of farm implements. 

8. That recent reductions in tariff and other trade 
barriers resulted in the Canadian companies lowering 
their prices on certain farm implements imported from 
the United States, but the United States companies 
manufacturing a full general line in the United States 
and marketing these in Canada, did not lower their 
prices generally on importations other than those 
affected by the price reductions of the Canadian 
companies, indicating the lack of free price competition 
in the industry. 

9. That the committee is of the Opinion that the 

cost of distribution of farm implements is’ unnecess- 
arily high and constitutes an important factor in the 
prices to the consumers. 

10. That the companies themselves should make every 
effort to reduce these costs or farmers should be 
encouraged to organize for the co-operative distri- 
bution and servicing of farm implements." 


Two years later (1939) the Legislature of the Province 


of Saskatchewan by unanimous approval decided to set up a 


Select Special Committee on Farm Implements Prices and 


Distribution. The report of the Committee was adopted by 


the Legislative assembly on March 17th, 1939. 


We quote in part from their findings and recommendations: 


"This Committee finds: 
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"lL. That retail prices of farm implements, repair 
parts, and cream Separators are too high, and 
e. That the industry ‘itself cannot, or will not, 
Suggest a remedy. 
The Committee therefore recommends: 
1. That the Government of this Province invite the 
co-operation of the Dominion Government and the Govern- 
ments of the Provinces of Manitoba and Alberta in the 
carrying out of any plan to procure substantially lower 
implement prices. 
e. That Dominion legislation be urged to remove 
all tariffs and other trade barriers on farm 
implements, repair parts and cream Separators. 
3. That the Dominion Government be urged to restore 
the Crow's Nest Pass Agreement freight rates on farm 
implements. 
4, The adoption, and support by the farmers of this 
Province, of the co-operative trading movement. 5 

We have referred to these reports first for the 
purpose of showing the fact that the repeal of certain sections 
of the Crow's Nest Pass Agreement was ill advised and 
involved the Dominion Government and Governments of the 
Prairie Provinces in complications arising as a resylt 
of such repeal; secondly, to point out that in the decision 
of the House of Commons and the Legislative Assembly of 
Saskatchewan it was clearly recognized that Agriculture in the 
Prairie Provinces is of major national importance to the 
Success of industry, labour and the general economy 
of Canada; thirdly, we use the findings of these committees 
to establish the fact that the Crow's Nest Pass Agreement 
in itself does not stand alone in the consideration of the 
general freight rate structure of Canada but that it is an 


integral part of the major freight traffic of Canada. 
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Therefore it should not be Segregated and repealed without 
taking into account other agreements entered into relative 
to the building of the main line and general railway sys- 
tem across Canada. 

In reviewing the history of the Crow's Nest 
Pass Agreement as we have done, perhaps all too briefly, 
we wish to again note that the subsidy of $11,000. per 
mile was no small contribution by the Government of Canada 
on behalf of the Canadian perople .to thei¢. PR. 
We say this advisedly after noting that the Company was 
able to purchase certain railway lines from existing com- 
panies at that time for considerably less money, as repor- 
ted, $9,000.00 per mile. 

In addition to this mileage Subsidy. large acre- 
ages of land were transferred to the Company of which a 
large portion contained coal and minerals. Because 
of these resources the Company itself was anxious and 
apparently had been prepared on eee own initiative, to 
extend their lines over this area. Other reasons for 
wanting to thave this line built was to forestall comp- 
petitire lines from entering from the South and 
provide outlet for their main lines to complement 
the potential traffic of manufacturedgoods from Eastern 
Canada into these undeveloped areas. 

While the Crow's Nest Pass Agreement was a full 
recognition on the part of the Dominion Government that 
in the best interests of Canada encouragement should be 
given to the development of ‘her national resources, it 
also recognized that the development of her vast agri- 
cultural areas in Western Canada was of still greater 
importance. The findings of the two committees mentioned 


above clearly illustrate that this original necessity 
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had not been outlived, but indecd, almost if not equally, 
existed in the middle and late thirties. 

We believe that the Safeguards provided by the 
Crow's enibevcmienivas we have tried to point out in this 
brief are equally necessary todaysand we consider that 
it would be a breach of faith on. the parteof thert. Pik) ‘to 
now ask that the agreement be terminated. 

It would be just as logical for the Government 
to ask for the return of lands and all rights that go 
with such lands as it is for the railway to now ask that 
they be released from the covenant made with regard to 
the Crow's Nest Pass Agreement. 

In conclusion we wish to point out that the 
Alberta Federation of Agriculture as a farm orgonization 
representing the farmers of aiberta } ite unalterabliy 
Opposed to any move which will transfer the responsibi- 
lity of establishing these rates from the Statutory posi- 


tion to that of the Board of Transport Commissioners, 


Alberta Federation of Agriculture, 
Roy C. Marler, 
President, 


James R. McFall, 
Secretary, 
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EXAMINED BY MR. COVERT: 

Q. Mr. Marler, on page 2 of your brief in the 
peragraph just before the last one, you say: 

"Therefore, we are sure that the many members of 

perlisment representing all eress in Cenada, be- 

cause of their intimate lmowledge of these condi- 

tions, are in a better position to be trusted with 

the responsibility of the Crow's Nest Pass Agree- 

ment than are the Board of Transport Commissioners." 

THE CHAIRMAN: What page is that, Mr. Covert? 

MR. COVERT: It is page 2, Mr. Chairman; the penul- 
timate paragraph, and it is the latter half of that 
peragraph, 


" 


Q. When you say: "-- in a better position to be 
trusted with the responsibility" of the Agreement do you 
mean that they are in a better position to decide whe- 
ther or not the rates should be changed, or do you mean 
that they are in a better position to determine whet the 
rates should be? 

A. I think they are in a better position to deter- 
mine what the rates should be. 

Q. That is the Members of Parliament rsther than 
the Board of Transport Commissioners? 

A. Yes. 

Q@. In what way would you say they sre better qualified 
to determine what the rates should be? 

A. Because they are more intimately acquainted with 
the various fluctuations in regard to price of agri- 
cultural products as reflected back to the producer, and 
to fluctuating conditions as a result of climatic con- 
Gitions, and other conditions, in relation to the 
production of agricultural products, particularly grain. 


Q. You think those matters sre important things 
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which should determine what rates should be on grain? 

A. I think that the western grains -- wheat and coarse 
grains -- are of such national importance thet this is not 
@ concession to western farmers alone; it is a concession 
to Canada as a whole. I think it is borne out by our 
present status in that the Dominion Government is paying 
the freight from the heed of the lake to eastern Canada 
in order to assist eastern farmers in using this grein. 

Q. It would seem to me, from reading the paragraph, 
that you might have meant more 3s to whether or not 
they should ever be taken out, or whether they should 
ever be considered due to national policy that they 
might be better, but you really mean that the Members 
of Parliament are in a better position to determine 
Just what the rates should be? 

-. Yes, I do, because I think rates of western 
grains come under national policy es regards their im- 
portance, 

Q. Yes. Mr. Marler, do you bate there is anything 
else in Canada that is in the same position? 

A. Do you mean in regard to national importsnce? 

Q. No, I do not mean that. I mean in determining 
whet rates should be -- is there nothing else in the 
same category as grain that involves - - - - 

A. i would not sey; I do not. know. 

Q. You cannot think of anything being in? 

A. I have not even given it any thought. Theat ques- 
tion refers to rates, does it? 

Q. Yes. On page 4 you say that the major portion 
of your exports compete with grain producing countries 
having ready sccess to seaboard shipping. I suppose 
the real point would be, Mr. Marler: What does it cost 
to get your wheat to the world market? 


(Page. 19680 
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Q. And when you talk about the western farmer having 
to compete with grain producing countries having ready 
access to seaboard Shipping, then to mske the comparison 
velid you would have to indicate what it cost in each 
country to get thet whest to seabosrd? 

A. That is right, Perhaps I should not say that is 
right. What we have in mind there is thet Britsin is one 
of our best consumers, best markets, and if Britain is 
prepared to pay a certain price at Liverpool, then we have 
to be able to compete at Liverpool with that price against 
for instance the Argentine, with 3s shorter haul, or even 
France, which has come back into en exporting country the 
last year or two -- last yeer, I believe, 

Q. Now, your chief competitors, I suppose, are the 
Argentine, Australia end the United States? 

A. They ere among them, yes -- major. 

Q. Have you any statistics to show what it costs the 
producer in those countries to get his wheat to the same 
market that you do? 

A. No, I have not. 

Q. Have you ever made a comparison of what it costs 
the western farmer to get his wheat to Say Liverpool as 
compared with the grower in the western United States? 


A. Biot ishavernot . 


Q. Now, I think you mention somewhere in your brief -- 


I think it is on poge 8: 

"The settlers of the prairies are not unmindful 
of the benefits accruing to the C.P.R, as a result of 
contracts, agreements and regulations under which s 
belt, known es the C.P.R. belt, comprising 24 miles 
on each side of the reilway line, with provision that 
even numbered sections within this belt would be held 
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numbered sections to remain railway lands," 
Now, in effect what you say is that the C.P.R. received a 
great many benefits from this contract, and I think you end 
up by saying that it is as illogical for them to come along 
and ask for a change in the rate that was provided for by 
that agreement as it is to have them turn beck the benefits 
which have accrued? 

A. Yes, that is whet we say. 

Q. Now, let us assume for the moment, Mr. Marler, 
that they did get ell these benefits as a direct result of 
the contract; could you conceive that there was still 3 very 
important issue from the point of view of Canada as 3 whole, 
thet the continuance of the railways, Specifically the 
Canadian Pacific, was an important thing for the country? 

A. You mean do I consider that the maintenance of the 


C.P.R. on 3 sound and serviceable position is of national 


importance? 
Qe Yes, 
Baers 


Q. Also I think you would agree that if the prairies 
depend greatly on the wheat economy, it is very important 
that nothing be done with grain rates which would affect the 
production or export of wheat? 

A. That is correct. 

Q. So that you may have to balance the two positions, 
the position of the railway and the position of the western 
producer? 

A. I em not just sure what you mean there, 

fa wolt, 8 1 say. I) am suggesting that on the one 
hand vyou have the importance of the wheat economy in the 
west? 

A. Yes, 


Q. And that rates should not be affected, that nothing 


ay Mentsaey ET 
"WO¥ sini ete bY hts a hoease BOR “atsd nord sot eded 
estuotitt pe ex’ Ht oat 

ed oto bebsyors sew ter? Stem et2 a vont 6 coe nie . 
ie eetianed ett Heed sis. oS ane be od at 98 ie anton en , 
SG AM ee 7 Hhaunaee ovsct iin a 


‘as 
tar 


e615 ty Be = e } 
iin sag 
tet wen oe Ra 


a. Oe & iv TU 
7h aw 


Srl e esis od est xOF 4 


ie, | NAC oho : Ni 
Pet ie yee ve Lenn af Ser gaa 5A hs 


> ‘ 
we 


® 
*~) in : 7 ¥ ‘ij 
“J eer at Le ao art a iris & ere tre : Wo * iva 
« : hey 5 ie ee c“ so PEST SII ar wy, — a “ 4 ve : '~ 4 i eo: 7 ‘i ” ian \ 
iv 


a sc #fuess J5egto eB +o Teed agaist £28 ox eb Rh yond: nada! - 
ee | pie avodd dete GRisonGe we GitERe: ptogities nt 
x remele vee Cheney BO ke) nas kei ae rot. ob eek gnadrognt | 
eh mo wMiLeolhy Ive ‘eyewleet: So scmeumlaned ont. vt 
sp¥boed Aelbe 2860. 


& AW 


a axtha 4 phen aed Sed Tole 2 OF Meee UOT eA) ie 
ss 4 ~ i * ~ * ‘ : ' : May ; 
¥s ‘ : - mT, , 
" i : Bi bed af rai bre brgoe "a oo A. Saag! 
; : , #y, 
J s] : M j p: 
Saodedsoqms |), 
1 
tt = P MS, 
« 0 3! ay cf’ 
, ‘ 
iv ; ‘ey eo At 
OY Fd 
wh TA - 
i t ss a rai, <0 "4 vit: rar i Oo LA =? . 
a ; j J . : . a A 
ROG ‘ Hohe taudh sod fo Yite ek oOmegque 
} ie Ab ae hot 2 . hs . mae 4 ‘ 
: hee 
; Spee a ee ae . ys 
| aa? s25 tte Bivow, cette Kea ee Pete Re Shae ad gatdson gent 
. y 
TPES to, Paoryxe | Yo, PeLdoubotg 


teers eh sedT “yA 


ae 
; 
= 
: 
Ea 
se 
2 
53 
~ 
= 
= 
3 
2 
Pa 
ox 
a 
4 
ct 
i. 
ma 
% 


b, 
vomieee eta: Th noisy ried saz 
a tgsngbowg _ | 


Gow iP; 7 
<ahy aaa GOW Pete Sage feet dees mo? Za, Aw 


7 


tens Bel seoeaue ee i supe i as ed ee my soit Li 


Per fos TH 


ND 


- 19682. Mr. Marler 


Should be done to rates that would effect the production 
and export of wheat? 

A. Yes. 

Q. That is on the one side of the scales; snd on the 
other is the position of the Canadian Pacific, as being 
able to carry on Successfully as a railway? 

A. Yes, I agree with that. The word "balance" 4s 


what I did not understand in your first question. 


Q. What I am saying is this, that if 3 change in the 
Crow's Nest rates did effect the western farmer, that is 
one thing you have to consider? 

A, VOR 

Q. And, on the other hand, to change the rates might 
effect the ability of the Canadian Pacific to carry on? 

Bal Not hecessarily, 

Gi NO; Tam tot Saying necessarily. I Sey if -- if 
that position did sccrue. What I want to get at 15, what 
you really say is, there is one person, one body, to decide 
that, and that is Parliament? 

A. We think they are the proper body to make that 
decision, | 

Q. If, then, something could be done, Mr, Marler, that 
would place the restrictions on the Board of Transport Com- 
missioners in dealing with rates on grain--- 

A, Restrict? 

Q. Yes: so that they had to take into account such 
questions es the fect that the west depends on the wheat 
economy, and the importance of the wheat economy to 
Canada as a Whole, the fact that they must export the pro- 
duct, and the fact thot railweys have no competition to 
compel them to keep rates as low as possible on the movement 
of grains -- suppose, as I say, it were possible to make 


effective restrictions of thet kind on the Boerd of Trensport 
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Commissioners, would you still say that the rates should 
not be taken out of the statute? 

AS... Lees we. dos 

Q. You think that nothing could really be done, Mr. 
Marler, to put the Board of Transport Commissioners in 9 
position that they could deal with these rates at SiL7 

A. \f Goi not: think enything could be done that would 
place them in as good 3 position to deal with them on 9 
basis of the national interest as leaving them with the 
statute, 

Qune Your dot hot Sey, Mr. Marler, that the rates should 
never be raised? 

A. No, I would not Eo Chet warm, 

Q. Are you in egreement with the witnesses who have 
Said that one of the main reasons is thet the farmer fears 
Set eWo Vub- Lt this way, that one of the main ressons that 
the farmer is ofraid of having the rates under the juris- 
diction of the Board of Transport Commissioners is that the 
railways have no competition as far as the movement of grsin 
is concerned and sre unlikely ever to have any competition? 

fA. That is one, I hardly think that is maybe the 
major; it is one of the major ones, yes. There are other 
major ones as well, 

Q. Now, on page 11, in the second peragraph, the 
latter part, you made 9 reference this morning to the effect 
that you referred specifically there to farm implements, 
end you said: 

"We consider that the commodities listed under the 

original Crows Nest Pass Agreement should not have 

been deleted from the Agreement in 1925," 

And I think you Baia Thee point that you were really 
referring to farm implements? 


A. Yes, we wish to emphasize farm implements, 
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Q. Now, are you Suggesting, Mr, Marler, that they 
Should be put back into the statute? 

A. I think they are of such national importance that 
it was a mistake to take them out. I think they should 
be replaced, 

Q@. And you think they should-be put back--- 

THE CHAIRMAN: Q. What do you say? You Say you 

think they should be put back? 

A. I think they should be put back, sir. The reason 
I say that, Sir, is that under the Crow's Nest Pass agree- 
ment the freight rate from Ontario to Alberta on farm 
implements was $1,254, if my memory serves me Plight, and 


todey it is $2.30. 


Q. What ere those two figures? 

A. $1.25% under the Crow's Nest agreement and $2.30 
today. Now, to further Substantiate that Statement, in 1929 
there was $18,932,000 worth of farm machinery--- 

MR COVERT: Q. What year was that? 

A. 1929, unloaded, imported; and in 1933 there was 
$108,000. In 1937 the House of Commons Committee found that 
there was a backlog of farm machinery of $200 million in 
Western Canada, 

THE CHAIRMAN: Q, What do you say? 

A. A backlog of farm machinery of $200 million in 
Western Canada, and the snnusal requirement was $51 million. 

MR COVERT: Q. Of course, I suppose, taking 
figures like 1929 and 1933 for comparative purposes would 
Pee bit deceptive, wouldn't it? 

A. Well, 1933 at least would be én extreme, I sdmit 
that, yes, 

Q. And 1929 would be an extreme too? 

A. That is true, 


Q. But what I was coming to was, when you Say they 
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should be put back into the statute, does that mean in 
your opinion, Mr, Marler, that in your view the same rate 
Should exist now on farm machinery as existed in 1897? 

A. Yes, 

Gwe snd it is your view also that Parliament would be 
in a better position to deal with rates on farm machinery 
than the Board of Transport Commissioners? 

A. Yes, I think they weuld... I think that farm 
machinery is of interest to laboun, industry snd agri- 
culture, 

Q. It is net just because they were originally in 
the sgreement “’ that you are suggesting this, but you say 
that actually Parliament would be better able to deal with 
it? 

A. That is correct, 

Q. You do not think that there is any necessity for 
all of the items that were originally in the Crow's Nest 
agreement to go back? 

A. Some of those items do not effect the west, and I 
assume that perhaps as a result of conditions in the west, 
where certain commodities are now produced that perhaps 
were not produced to the same extent at that time, it dia 
not matter much whether taken out or left in. Perhaps the 
flow back and forward would have stopped anyway. 

Q. Just one more question on that, Mr. Marler. You 
would not think that the agreement should be restored in 
its entirety? 

A. Well, as I said, I “said, I do not think it would 
make much difference in regard to some of the commodities, 
Q. I suppose if it were restored as far as those 
things were concerned, that would also involve the restoring 

of the agreement as it was imterpreted by the Supreme 


Court, that it only applied to lines--- 
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A. I have not made a Special study, but I doubt 
whether there would be any harmful effect to restore the 
full agreement. 

THE CHAIRMAN: Q. Would you please speak 
Louder? 

A. I have not made 3 study of the other commodities 
epert from coarse grains snd implements, but I doubt if 
any ill effects would come from the restoration of the 


whole agreement, 


(Page 19690 follows) 
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Mr. Marler 


Q. What I was referring to, Mr. Marler, was that 
my understanding is that the agreement was interpreted 
by the Supreme Court of Canada to the effect that it 
applied only to lines that were in existence in 1897. 

A. Yes. 

Q. To restore it to this basis would really be a 
practical impossibility, wouldn't it? 

A. Well, the agreement itself does not change 
that position, does it? I suppose that was a mutual 
agreement. The agreement itself in effect in my under- 
Standing does not change that position, that that 
was a voluntary agreement Proposed by the C.P.R. back 
near 1903 4n which the rates on grains in Saskatchewan 
and Alberta were two cents. below the Crow's Nest Pass 
Agreement from 1903 to 1918 as a result of certain 
agreements or certain actions of the Manitoba govern- 
ment and competition from the Canadian Northern; and 
I did not know that that was part of the agreement 
where the extension of the Crow's Nest rates applied 
to other lines that were built at that time. 

2. Now, you recall the Situation was this, as 
I understand it, that the Canadian Pacific extended the 
rates to all of its lines, and as a matter of faet I 
think, as you point out, that for a long period of 
years they had rates below the Crow's Nest level? 

Q. Yes. 

Q. That really, I Suppose, was the result of 
competition brought about by the so-called Manitoba 
Agreement 

A. I would think that would be a fact. 

Q. Then that the rates were later raised as the 
result of the suspension of the agreement by Parliament? 


A. Yes. 
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Q. Then what followed after that, according 
to my understanding, was that the Canadian Pacific 
applied the tariffs only to the lines which they felt 


they were obliged to under the agreement, and Parliament 


upheld that decision. When I Say Parliament upheld 
that decision, the Supreme Court upheld that decision, 
interpreted it to mean that it applied only to lines 
of the Canadian Pacific that were in existence at the 
time it was entered into. 

A, That is my understanding 

Q@. Yes. Then Parliament at that time decided 
that that was not a feasible thing and passed legisla- 
tion making it applicable to all lines and not only 
to the Canadian Pacific but to all railways. 

A. I wasn't aware of that. 

Q. I just wanted to know what your feeling 
would be, because, as I Say, you seem at this stage 
to place great reliance on the anentiontl 

A. Yes. 

Q@. You say the original agreement provided 
for rates on other articles. You Say for instance 
that on farm machinery it sbould be restored? 

A. Yes. 

Q. Well, if you restored farm machinery, 
Should Canadian Pacific also be put in the position 
that it only applies to the lines for which the 
agreement originally provided? You would not agree 
with that? 

A. We believe that the House of Commons 
and Parliament is in the best position to decide 


what is in the best interest of the general economy 
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Mr. Marler ocr.ex 


of Canada in regard to rates on western grain. 
Q. Yes, also farm machinery? 
A. Yes, that is correct. 
Q. That is all, thanks. 
THE CHAIRMAN: Any questions? 


CROSS-EXAMINED BY MR. SPENCE: - 


Q. Mr. Marler, your Federation, I think, 
appeared before the Board of Transport Commissioners 
in the 21 Per cent Case? 

A. Yes, I believe they did. I did not appear 
myself. I was out of the Province I believe at that 
time. 

Q. And at that time they Opposed the freight 
rate increase that was being requested by the railways? 

A. I believe that is correct. 

Q. Now, at the beginning of your Brief you 
Say that your Federation represents 60 different 
agricultural producer organizations. What types of 
production are covered by those 60 members of your 
association? 

A. I think we cover every type of production 
in Alberta. There is only one organization of 
agricultural producers that does not belong to our 
organization, that is of any size: that is the Western 
Livestock Growers, an organization in Southern Alberta 
usually considered in the status of a ranchers! 
Organization. 

Q. Well, have you livestock organizations? 


A. Yes, we have. 
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Q@. Within your Federation? 

A. Yes we have. 

Q. And dairying organizations? 

A. Yes. ’ 


Q. Now, has this Brief that you have now 
presented been approved by these member organizations? 

A. In December we had our annual meeting of 
our Federation which takes in delegates from each 
group, each group has a certain status of delegates 
according to its membership. At that annual meeting 
of the delegate body a resolution was passed opposing 
the reverting of the Crow's Nest Pass from the Statutes 
of Canada. 

Q. Now, has it ever been explained or is it 
understood by, for instance, the dairying members of 
your organization that rates on their products as 
well as rates on the goods that they consume, are 
higher because of the existence of Crow's Nest rates on 
grain? 

A. I have not heard any discussion in regard 
to the Crow's Nest Pass Agreement as to those commodities 
myself in recent years. We have not Breecened that 
angle of it. 

Q. So that those members have not taken into 
account the effect on their freight rates of the low 
rates on grain? 

A. Well, we are not asking in our Brief for 
the agreement in its original form to be reinstated. 

We have not dealt with that matter. 
Q. But you are objecting to any increase in 


the rates on grain that might result from placing the 
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rates under the jurisdiction of the Board. 

A. Yes. 

Q. And you have not taken into account the 
fact that if grain rates were raised, that that 
Should have some moderating effect upon the rates, 
for instance, of dairy products? 

A. Well, dairying in our province is so relatively 
small to the grain economy, that we first look upon 
the grain economy as the most important, and the prices 
of other commodities bear a fair relationship to the 
Schedule of grain prices. 

Q. But wouldn't it be a fact that to the dairying 
members of your organization the freight rates that 
they pay are the most important freight rates in the 
book? 

A: Well, as I say, generally our dairying in 
Alberta is carried on by diversified farming practices, 
and nearly every man who is producing daine products 
is also producing grains and livestock. 

Q. Now, I take it from the general tenor of 
your Brief, Mr. Marler, that you regard the Crow's Nest 
Pass rates as a factor in the wellbeing of the Prairie 
Provinces - in fact of Canada? 

A. That is right. 

Q. Now, on the first page of your Brief about 
the middle of the page you say:- 

"The marketing problem of the prairie 

grain producer cannot be considered a 

purely sectional matter but is rather One of 

truly national concern. We do not feel 


that the marketing of the Western grain 
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Mr. Marler cr.ex 


Crop involves any regional conflict of 

interest. In fact it would be true to 

Say that the prosperity of other regions 

is most intimately connected with the 

success of that undertaking." 

Now, you would agree, of coure, Mr. Marler, that any- 
thing affecting the freight rates of a region is of 
direct concern to that region? 

as *Thet® is! true. 

Q. Therefore you would agree that°if) for 
example, exceptionally low rates in effect in the Prairie 
Provinces caused rates in, say, British Columbia or 
the Maritime Provinces to be higher than they would 
otherwise be, then such a Situation would be of direct, 
and perhaps vital, concern to British Columbia and 
the Maritimes? 

A. You are Pnelevringeto grain rates in the 
Maritimes and British Columbia? 

Q. No, I am referring to grain rates in the 
Prairie Provinces as they affect rates of other 
commodities in the Maritimes and British Columbia, 
and you agreed that the freight rates of a region are 
of direct concern to that region? 

A. Yes. 

Q. Now, the freight rates in the Maritime 
Provinces are of direct concern to the Maritime 
Provinces, isn't that correct? 

A. We do not necessarily agree that rates on 
grain necessarily, assuming that the rates on grain 
were below the cost-plus basis, we do not agree that 


they necessarily have to be made up from higher rates 
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on other commodities. 

Q. Have you considered the statement in the 
Canadian Pacific Submission that if the rates on grain 
had been within the jurisdiction of the Board, the 
freight rate increase of 21% would have only needed 
to be 184? 

A. No, I have not had the privilege of having 
one of the C.P.R.'s submissions to look over, but we 
do not agree that the freight rates on Western grain 
Should be set on a cost-plus basis, and, with that in 
mind as one of the major reasons, i. we feel that the 
Board of Transport Commissioners are not in as good a 
position. It is not because we have any lack of 
confidence in the Board of Transport Commissioners, but 
it is because of their status thee able to take 
other considerations into the matter, particularly the 
mineral rights, lands and grants of that kind which 
are so potential at the moment in Alberta. The teeta Ets 
Still holds lands and are offering them for sale today 
at $20 an acre, and there is an injunction now in 


Alberta on the Imperial Oil and the C.P.R. 


(Page 19709 follows) 
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Mr. Marler 
Cr=ex 

Q. Excuse me for interrupting you, but I do not think 
that quite answers the question I asked you. 

A, I was just giving you the reasons why we do not 
think that freight rates on grain necessarily need to be 
made up by TN pide other commodities, 

Q@. The railways are obliged to carry the grain, are 
they not? 

A. I believe that is true, yes. 

Q. And they have to pay their expenses in carrying that 
grain? 

A I would think so, yes. 

@, And those expenses and the other expenses and costs 
of the railway must be made up in freight rates, must they 
not? 

" I would not think so, under those circumstances. 

Q. You would not say that the railways, in fixing 
their freight rates, should fix them in relation to their 
costs? 

A+ On grain of western Canada? Is that what you are 
referring to? 

Q. All their costs. 

A. We say that on grain of western Canada freight 
rates should not be set on the cost-plus basis under the 
present status. If the railway feels that they cannot 
carry on under the agreement, the first move is theirs; 
and we suggest in our brief that if they find themselves 
in that position -- 

THE CHAIRMAN: Q. What is that? I could not hear what 
you said. 

A. If they find themselves in that position, the railway 
System being of such national importance, we suggest that 


consideration should be given to it by our government; and 


that the government, in doing so, should take into 
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consideration the concessions that have been given down 
through the years and deal with it on that basis. 

MR. SPENCE: Q, Mr. Marler, when the"21 per cent" 
freight rate case was decided by the board, it was decided 
upon the basis of the situation that existed, in which the 
railways were not able to make any adjustment of their 
grain rates and the board was not able to make any adjustment 
of those grain rates; and yet the railways! costs and a 
reasonable amount to keep them in efficient condition had 
to be returned to the railways. Do you suggest that that 

"21 per cent" judgment was wrong in giving the railways an 
amount calculated to return to them a reasonable amount to 
keep them in a state of efficiency in those circumstances? 

A. As I said before, we believe that in arriving at 
rates it cannot be done disregarding the concessions that 
have been given to the railway. 

THE CHAIRMAN: Q, Will you speak a little more loudly, 
Mr. Marler? You let your voice drop and we cannot hear you. 

AY I:em sorry, sir. We say that in setting the rates 
on grain, the rates should not be set without proper 
consideration being given -- and ~ rates that apply to 
Other commodities @s well -- to the concessions that have 
been made to the railway company down through the years and 
which are accumulating as the years go by. 

Q+ Then I suppose you say that the Board of Transport 
Commissioners has no authority to take such things into 
consideration? 

A. Not to my knowledge. 

MR. SPENCE: Q. Would you agree, Mr. Marter, that if by 
reason of the existence of grain rates on 2 low level 
Other regions of Canada are, under the present set-up and 
System, obliged to pay higher rates than would otherwise 


be necessary, there are certain disabilities to those 
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regions which at least to some extent balance up any 
advantage that those regions obtain from the success of the 
prairie provinces in maintaining transportation rates at 

& low level? In other words, you say in your brief that 
the transportation rates in western Canada on grain are an 
advantage to all Canada’. 

A. That is right. 

Q. Would it not be fair to say that there are certain 
disadvantages that accrue to the rest of Canada by reason of 
those low rates? 

A. No. I do not think that can be said or can be 
substantiated. 

Q. At any rate, that is your position? 

K. That is what I think, sir. I think I have answered 
that question before by saying that I think these rates are 
in the best interests of the Canadian economy. 

Q@. On page 2 of your brief you speak of the common 
practice of"mining the soil"; and you say that this has been 
brought about through the low economic level of the 
agricultural industry at certain Be RG its history in 
the west. Then in the last clear paragraph on page 2 you 
gO on to say as follows: 

"Therefore we are sure that the many members of 

parliament representing all areas in Canada, 

because of their intimate knowledge of these 

conditions, are in a better position to be trusted 

with the responsibility of the Crow's Nest Pass 

agreement than are the Board of Transport Commissioners," 
From this statement is the commission to take it that, in 
your view, the Board of Transport Commissioners is not 
familiar with economic conditions in Western Cenada? 

A. They are not as closely in touch with many of 


the conditions. 
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@. Have you at any time looked into the pe»sonnel of 
the Board of Transport Commissioners, and are you aware of 
the fact that for a great many years, if not from the 
inception of the board, there have been on it members ari are 
natives of western Canada? 

A. As I said before, we have no lack of confidence in 
the Board as such, but we feel that the House of Commons, 
which is made up of men who live in the various communities, 
are more familiar with the fluctuations and the effect of 
the fluctuationsin prices, fluctuations as a result of 
Climatic conditions and so on, and have a better apprecia 
tion of those factors than ' any few half dozen men or 
less could possibly have. 

Q@. You speak of half a dozen men. Are you aware of the 
fact that the Board of Transport Commissions is equipped 
with a Bureau of Transportation Economics, composed of 
& very substantial number of experts? And -- 

A. I have a very high regard for the -- 

Q, Just a minute till I finish. And the duty of 
those experts is, among other things, to maintain a constant 
watch on and to keep constantly in touch with economic 
conditions throughout Canada. Had you given consideration 
to that fact? 

A, What do you mean by "experts"? 

Q. The men who would be engaged in the work of the 
Bureau of Transportation Economics. 

A, Anji not experts on agricultural conditions? 

Q@. YOu say that they are not -- 

A. Agricultural economists. I am trying to find out 
what you mean by "experts". You term these economists 
that you mention as experts in determining the policy and 
the effect on agriculture as a result of climatic and 
fluctuating conditions. Are they experts only in regard 


to transportation? 
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Q. The Board has the power and the authority to 
engage any experts along that line that it requires. 

THE CHAIRMAN: Mr. Spence, may I just interrupt you 
her to ask you a question which I think is of importance. 
What is your view with regard to the jurisdiction of the 
board in setting freight rates? Do you think that it 
takes economic matters into consideration? 

MR. SPENCE: I think that is one of the factors they 
take into consideration, 

THE CHAIRMAN: At what page of your brief was it that 
you state what you propose should happen if your recommenda- 
tions were carried out? I believe it is page 189. We 
have gone over that matter many times. I think we have been 
told several times by counsel for the C.F,R. that, as is 
said in the last paragraph of page 189 of the brief: 

"Before fixing the rates on grain and grain products 

in Western Canada, Canadian Pacific would expect 

&@ most thorough and detailed study by the Board. In 

developing the cost of handling grain in Western 

Canada Canadian Pacific has VolMaeoUe working papers, 

These can be made available to the Commission 

if desired, -- " 

And so on. We have been told that it is not the intention 
of the Canadian Pacific Railway that the board should be 
made an economic planning board. That is so, is it not? 

MR. SPENCE: Yes; that is so, my lord. 

THE CHATRMAN: It seems to me that,in the questions 
which you are addressing to Mr. Marler, you are setting 
up the suggestion that the board in fact is a planning 
board, that it can study economic conditions in fixing 
freight rates, the matter of encouraging industries and 
things of that sort. 


MR. SPENCE: As I understand it, my lord, the Board 
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takes into account all factors. I do not suggest that the 
board should set out to plan the economic development of 
Canada in detail or anything of that kind; but I do suggest 
thet the board does have regard to every factor that affects 
or may affect the justice and reasonableness of a rate. 

THE CHAIRMAN: If the Board's Jurisdiction is so broad 
as all that, we would not have had the necessity of enacting 
the Meritime Freights Rate Act. There again you have a 
portion of the country which claimed that certain things 
ought to be done in favour of its economy. You know how that 
problem was solved. The railways ere allowed to fix their 
rates by their ordinary methods of fixing them, and then 
parliament votes this subsidy. I think it is important to 
know what the position is; because it seems to me that 
you 4re now addressing questions to Mr. Marler which do 
not express the viewsof the company in respect of what the 
Jurisdiction of the board ought to be, as we have heard 
them so far, 

MR. SPENCE: One of the basic considerations taken into 
account in connection with maritime freight rates was the 
historical question. 

THE CHAIRMAN: I know that. 

MR. SPENCE: Of course the board would have.no part in.that. 

THE CHAIRMAN: Why not? You seem to be saying that 
the Board in fixing grain rates would be effected by the 
economic considerations of the production and shipping 
of grain. 

MR. SPENCE: The Board must look into every factor. 

THE CHAIRMAN: It is important for us to know exactly 
what the position of the Canadian Pacific Railway is in 
respect of the Board, in order that we may know what they 
expect the Board to do if the change which they now ask 


for should be granted. So far,I have not understood the 
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Company to take the stand which you seem to be taking 
this morning, MY. Spence. 

MR, SPENCE: Fossibly I have said something that I 
Should not have said, my lord. But my understanding is -- 

THE CHAIRMAN: You are asking Mr. Marler questions to 
show that the members of the Board are just as capable 
personally of taking into consideration these economic phases 
as the members of Parliament are. That is what you are 
saying. 

MR. SPENCE: Yes, agricultural and climatic conditions. 

THE CHAIRMAN: Cen they fix rates on that sort of basis? 

MR, SPENCE: As I understand it, my lord, they fix 
rates on the basis of what is just and reasonable. 

THE CHAIRMAN: Oh, yes. 

MR. SPENCE: Having regard to every factor--economic 
factors, climatic factors, factors of comparisons with 
Other rates and factors as to the value of the product. 

THE CHAIRMAN: Oh, yes. I suppose that goes along with 
the principle of the value of the Service; it varies 
according to the commodity. ) 

MR. SPENCE: Yes. But the very fact that the Board has 
a Department of Transportation Economics is an indication 
of the situation. 

COMMISSIONER ANGUS: Have the C.P.R. not also said that 
rates ought not to vary with the price of the commodity? 

MR. SPENCE: Yes; that is so. The Board has said that 
many times. But nevertheless the Board does have regard 
to the value of the commodity in fixing rates. 

COMMISSIONER ANGUS: The value of the commodity but 
not its price changes from year to year. 

MR. SPENCE: Not its price changes from year to year, 
no. Otherwise there would be no stability in the rates 


at all. There would be no assurance that the rates were 
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going to be on any particular level at all. But in the 


long run the value of the commodity, of course, is taken 


into account in fixing rates. May I proceed? 


(Pege 19709 follows) 
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THE CHAIRMAN: As long as we proceed on 
grounds we quite understand. As I say, so far you 
have been questioning the witness as if you had in 
mind that the Board would take into consideration, in 
dealing with a matter such as this, the same things as 
the Parliament of Canada would take into consideration 
in making, for instance, the Agreement of 1897. 

MR. SPENCE: Well, my lord, there is the 
Suggestion in this Brief that the Board of Transport 
Commissioners has no intimate knowledge of the con- 
ditions in Western Canada, and I was intending to go 
ahead a little bit: in asking Mr. Marler if he knew 
what contacts the Board had with Western Canada. 

THE CHAIRMAN: You see, they may have a very 
intimate knowledge of the economic conditions in various 
regions of the country. Then the Question arises: What 
is their duty, nevertheless, in fixing freight rates? 

MR. SPENCE: Q. Mr. Marien, do yothin = 

THE CHAIRMAN: Do you not think, Mr. Spence, 
that if you look at Section 325, sub-section 5, it 
will appear that the reason for the proviso to that 
Sub-section must indicate that the Board would not 
be able to take into consideration matters which the 
proviso covers in making this agreement binding in 
taking these rates out of their Jurisdiction? 

MR. SPENCE: I do not think, with respect, 
my lord, that it says that the Board would not be capable 
oF ‘doing so : 

THE CHAIRMAN: Yes, but the fact that it says 
that these rates are to be reserved to Parliament -- 


that is what it means -- it would Seem to me to throw 


FeO Se 
‘ 
ovat 


Fert? ena 


le gnilass 


“4 


von ob T. > 3MESe «AM 


tyow baee? sant gre want ,h20l ya 
+e 7 Pri. 
‘ Briod if 
ya a r ee | Se Rial »’ 5 ne ; ioe arAHD ay 
Y bow seer od BP era sett gant dang 
: ; 4 i ey ra = 
ny eerce AOuow gf <+ ease aD Sane et send 
Nea pees aye 
. oh PL 
sa 4 
ry 4 he i 
: aly M .. 


+ POTN = Mr. Marler cr.ex 


some light on the interpretation. You see, iL think 
this is the first time we seem to have been told on 
behalf of the Canadian Pacific Railway that this Board 
Should be in any way an economic planning board. 

MR. SPENCE: I am not suggesting that, my 
lord . I do not think that the Board should, in the 
broad sense, be an economic planning board at all, but 
I do say that the Board has the machinery and the 
ability to take into account, in the fixing of just 
and reasonable rates, economic conditions as well as 
all other conditions. 

THE CHAIRMAN: TI see; very well, go on. 

MR. SPENCE: Q. Mr. Marler, are you aware 
that the special consultant of the Board, Mr. Stoneman, 
is a Saskatchewan farmer with a wide and expert know- 
ledge of conditions? 

THE CHAIRMAN: You are talking now of members 
of the Board? 

MR. SPENCE: Mr. Stoneman, the special con- 
sultant to the Board. 

THE CHAIRMAN: There is a Mr. Stoneman who 
is a member of the Board. 

MR. SPENCE: He was a member of the Board, 
and he is now retired from the Board, but employed, 
or retained, by the Board as its special consultant 
upon any problems that may arise. 

THE CHAIRMAN: He must have had a long 
experience on the Board. 

MR. SPENCE: He had, my lord; 20 years, 
if not longer. I think it was 20 years. 


Q. Were you aware of that fact, Mr. Marler? 
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A. No, I was not, Bir, but I think 1¢ js 
relevant. With regard to the personnel of the Board, 
even if they were all farmers, that would still not 
alter our feeling with regard to the matter. To 
Show what I think you are trying to establish here 
that they do necessarily adjust the rates to suit the 
economic conditions I will quote some figures. [If my 
memory Serves me right -- and I ask to be pardoned 
for using an extreme case to bring: oUt: this voint.-- 
in 1932 the price of barley in the year averaged 12 
cents a bushel, and the freight was 123 cents a bushel. 

THE CHAIRMAN: Q. You Say the price of 
barley was what? 

A. 12 cents a bushel, 1932; -- that is the 
average price for the year -- and the freight on a 
bushel of barley was 124 cents. 

Q. What happened to the barley? 

A, Most of it stood oH lS ee ee 

MR. SPENCE: Q. Did the Board have power 
to alter that rate? 

A. Well, I suggest they did not, but Ll’ sige 
Suggest that if they had - - 

Q. Why are you mentioning it? 

A. I suggest it would have been possible for 
them to establish rates on a cost-plus basis, and yet 
take into consideration the economic factor and the 
general position of agriculture in the west. 

Q. Let us speak for the moment of perhaps a 
Similar situation, that as to livestock. Do you recall 
that when the livestock industry got into difficulties 


the Board reduced the rates on livestock, and the Board 
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themselves voluntarily reduced the rates again in order 
to assist the livestock industry? 

A. Yes, but it never overcame the back-log, or 
the lowering of the price off livestock, so that in those 
years it would give relief t® agriculture in order to 
realize on that livestock in those particular years. 

Q. There was relief given to the livestock 
industry with rates under the Board, and there was no 
relief given in the case of barley, as you mentioned, when 
the rates were under the Crow's Nest Pass? 

A. I think the relief was not sufficient at 
that particular time in 1932, to which I am referring 
here, to properly move livestock to the extent that it 
brought a reasonable return to the farmer. I know that 
from experience. 

Q@. It was some relief, in any event, in the 
case of livestock? 

A. It was some assistance, yes. 

Q. Are you familiar with the fact that the Board, 
as constituted under the R@ilway Act, is what is called 
an ambulatory tribunal? That is, that it travels 
throughout Canada at least once a year; sometimes two 
or three times a year? 

A. I know they have different sittings through- 
out Canada; I do not know what the schedule is. 

Q. And they hear complaints and applications 
right at the point those complaints and applications 
arise? 

A. Yes, they do. 

Q. And they hear anyone who chooses to go 


before them and give evidence right on the spot? 
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A. I believe that is correct. 

Q. Now, having thosé factors in mind do you not 
think it would be a mistake to reject the Board of 
Transport Commissioners as the proper body, and the ex- 
pert body, with which to deal on the question of grain rates? 

A. No, 

Q. At the top of page 3 you say that the safeguards 
established under the Crow's Nest Pass Agreement are es-= 
Sential to the welfare of the western provinces. In 
Speaking of safeguards would JOU seres: that it the west= 
ern farmer were assured thst the rates charged for the 
transportation of his grain would henceforth and forever 
be just and reasonable rates to him that he would be 
properly safeguarded? 

A. Who would that assurance come from? 

THE CHAIRMAN: You must let us know what you mean 
more clearly by just and reasonable rates. 

MR. SPENCE: Well, my lord --- 

THE CHAIRMAN:~ What I mean is: Would those rates 
vary in accord nce with the value, or the price, £1 nis 
commodity? How would they be just and reasonable rates? 
Are they just and reasonable in the ordinary understand- 
ing that he is paying for the haulage of a commodity so 
many miles, and it would cost the railway so much to do 
it, and he should pay so much regardless of the price? 
You see, it is important for us to know just what the 
Canadian Pacific Railway intends, if they succeed in 
having this Act changed, what the Board shall do here-=- 
after in fixing rates to take the place of the rates 
now prevailing by virtue of the Act. 

MR. SPENCE: Well, my lord, it is not --= 

THE CHAIRMAN: You asked Mr. Marler whether he does 


not feel that the producers of grain would be safe in the 
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hands of the Board in that respect because the Board 
would take into consideration their economic condition 
in fixing grain rates, Is not that what you say, 

MR. SPENCE: Yes, the Board would take into consi- 
deration 411 matters that bear on the question of whe ther 
the rates were just and reasonable and it is not for me 
to say «what would be a Just and reasonable rate. 

THE CHAIRMAN: You say all matters which bear on the 
problem of whether the rates &re just and reasonable. 
JUst and reasonable in respecs-of what? 

MR, SPENCE: Just ana reasonable to both parties. 
Just and reasonable taking into account every factor 
that the Board considers has a bearing on the question, 
It is not for me to say what particular rate is a 
just and reasonable rate; it is for the Board to deter- 
mine, and the Board is an expert body equipped to de- 
termine that. 

THE CHAIRMAN: Do you mean that in certain years when 
the price of grain was so low as in those years Mr, 
Marler referred to, that the Board has reduced@ freight 
rates accordingly so as to still leave some benefit to 
the producer? 

MR. SPENCE: If the Board thought that was a just 
and reasonable thing to do, yes, they would do it. 

THE CHAIRMAN: I think, all considered, that before 
we close we should have a very, very clear statement, 
preferably in writing, from the Canadian Pacific Railway 
as to what they really do intend the jurisdiction of 
the Board would be, or ought to be, in respect to these 
particular rates if the act of Parliament were repealed 
and jurisdiction given to them, because it does seem to 
Me that you-ape putting the case before the hearing for 


the first time 
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MR. COVERT; Mr.Chairman, it might be of interest, 
if that statement was made, if they would Consider what the 
Board did in the case Of coal and coke. I refer partie 
Cularly to page 66 of the el per cent case where it is said: 

"Coal and coke are commodities of most Wide and 

general use and of such vital importance to industry 

and to the people of Canada as a Whole, that I am 
impressed with the desirability of limiting, as 

far as reasonably practicable, any additional 

burden in the way of advance of freight rates on 

this:-elass of commodity, and of Spreading the 
advance equally over the whole of such traffic, 

Pegardiess of the length of haul." 

That seems to be an indication there that the Board thinks 
they have powers to deal with matters of vital importance 
to industry, and so Whether they should have that same 
power <-- 

THE CHAIRMAN: Yes, but what we both want to 
know is whether the Canadian Pacific wants the Board? to 
have such a power in connection with the hauling of 
grain. 

MR. COVERT: That is right. My point was whether 
they think they should exercise powers of this kind with 
respect to grain. 

THE CHAIRMAN; f[ think, if you look at the evidence, 
every time we have had to discuss that question arising 
Out of page 189 of the Canadien Pacific brief there has 
been a@ discussion on it, and I think that the views of 
the Canadian Pacific Railway Company as put forward by 
counsel on those words are not the same &8s we have heard 
this morning. ; 

MR. COVERT: Yes, my lord; it is more like what 


appeers on page 54 of the Judgment. 
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Mr .Marler,cr,ex, 


~19715-A 

THE CHAIRMAN: What is that? 

MR. COVERT; There are several quotations there, but 
it is where they say: 

"It has been held time and time again that 

the rate-regula ting commissions have no right 

whatever to attempt to equalize geographic, 

climatic, or economic conditions" -. 
&@nd so on, 

THE CHAIRMAN: Yes. 

MR. COVERT: It seems rather strange that there 
would seom to be these two conflicting views on page 
54 and page 66, and that is why I say it might be advan-~ 
tageous if the Canadian Pacific in making that statement 
would indicate what they feel the Board would --« 

THE CHAIRMAN: [ think it has been brought to 
Our notice that it is Only in connection With coal that 
the Board has ever produced that sort of thing. 

MR. FRAWLEY: They deal with coal, as Mr, Covert 
has said, on page 66, but on page 54, and earlier pages, 
they review Quite extensively what they sa@id in earlier 
cases, and I only Stop to read one short Passage from 
Western Retail Lumberman's Associationev. Canadian Faci tic, 
Canadian Northern and Grand Trunk Pacific Railway. It is 
page 54 of this Judgment. "Tt" -. meaning the Board -- "ig 

not called upon, through the reduction of the 

rate, to guarantee that the business will be 

Carried on at a profit, tn Other words, the 

heeds of the business and the way in which it 

is carried on are not the measure of the reagone 

ableness of the rate," 

Therefore I say in view of that, it would be Wholly in- 
adequate for them to take over the grain rates, 


THE CHAIRMAN; Mr, Spence, we will take a few moments 
“-Recess, 
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-19716- Mr. Marler, cr-ex, 


MR SPENCE: My lord, on this question of just 
and reasonable rates, we intend to deal with that as 


fully as possible in Our argument, Mr. Sinclair and ae 


‘and perhaps, with your permission, we might leave it, 


THE CHAIRMAN: Yes, You see, we want to know it 
in its special application to these particular rates, 
Crow's Nest Pass rates, 

MR SPENCE: Bes pony Ae ace MA understand, 

Q. Now, Mr, Marler, will you turn to page 4 of your 
brief? At the top of page 4 you say; 

"The volume produced has increased many times, This 

larger volume, the use of larger grain cars and great 

distances, along with the fact that the producer pays 
for loading and unloading, make for greater economy of 
transportation by the railways," 
Would you not agree, Mr. Marler, that an increased volume 
of traffic on the railway may mean only an increased loss 
to the railway if the rates charged for the carriage of 
the trseffic sre not compensatory? 

A. If they are not compensatory, I assume that is 
correct. 

THE CHAIRMAN: Pardon me. May we at least get 
this settled, that the view of the railway is that rates 
must always be compensatory? 

MR SPENCE: Yes, my lord, 

Q@. Then, Mr, Merler, it might well be a fact, might 
it not, that, while certain economies could be eccomplished 
through lerger volume -- we do not deny that -- those 
economies might be more than balanced by a loss caused by 
non-compensatory rates? 

A. I suppose it is possible for the economies not to 
fully compensate the loss, in a case, an imaginary case, 
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-19717- Mr. Merler, cr-ex, 


one of the reasons for your proposition the fact that the 
producer pays for loading snd unloading the grain? 

A. Yes. 

Q@. Now, you ere aware, are you not, that the same 
fact is true as to all carload traffic, and that there is 
no distinction in this respect 98 to grain traffic? 

Ai, Leder inot know, I am sure, 

Q. Then in the last paragraph on page 4 you refer to 
the fact that during the last five years a stable price 
for wheat has been established, and as a result 8 greater 
degree of stability has been accomplished in agriculture? 

A. That is correct, 

Q. I take it thet this Stability has been attained 
at a price for whest that is at least reasonably satisfac- 
tory tothe producers; is that correct? 

A. It has been st 9 better price than we have had 
ordinarily, with some exceptions, 

Q. Well, you would Say it was a reasonably satisfactory 
price? | 

A. efoeirly Satisfactory price, considering the costs 
that we have had, 

Q. Then would you not agree that there is a much 
greater opportunity now to place the transportation charges 
upon 6 different basis than there was in the earlier years 
when, as you say, there were wide fluctuations in price to 
be expected and the condition of agriculture was less 
prosperous than it is now? 

A. No, I woulld not say that, 

Q. You would not say that? 

Aa NO4 

Q. You think that there is no more Opportunity under 
@ condition of stability than there is under 3 condition of 


instability? 


. rT 
 wasds vaelte 1M yes 


i Fan 
; i 


0 


The 


$ave goed ene no tt teaqeve suey dt shapeet fox tn M 


en | 
is bys rihanl ap Se £ : cal oie th my we es! \ 
Viste add giehact dd Bae sritbael oy syeg “aouboig 
i I od oe 
Bey ok 
aciee oft Zant , For VOY ete —stteve (ons LOY Won a 'G ; 
os) 
4 }) oheheereh og Pee aie Tihs & 1% ife att ie ound at Siuh | | 
pe ree wa x . ke ‘ 
, +d 
2 a * Nee koh - Ae u 
‘ottiorn mtcte ed wa doeguem  eiitd ah Nosgentvete pa 
‘ 
OTe, G6 won For ob Ll. wa 
‘ fy J - ao: eas Ce A 
A eA Pa ae ip Wey ; 193 reece | aie eS fag deel aad heh etout Db 


; ; 
g ay ty . Pty se My ake ae eaigs ap at rep 5 4 * 4 ¥ 
hy HAL oy es g eteav vit feel ons Battvb oar Joel on 
“ 

i ; 
i. @ 

3 . e ee ees aE he seu 

hs ah teh M { o* Z ‘ reel) S ve 3 Sh - ity YO + 
N ‘ ae a 7 , F 
i * i é or 7 ks ete Uke 4 a daw ant > aon ih eo pace e F 

7 G eed sab Pere “5 <f Beg 7 ry Les Tt Beh oe Oe ae hoen eo 13: ae eb i 
y ‘ 4 “i - a 
“teat asa , 

im —_ 4 oe * Se oy ce A 
¢ ; gvoSttGo ..2f Sina ao 

ae ‘ 

4 4 = 
es F F phos : ae P P See a . 
lost ty i Re ry y Catan Nora Wiss Bein kay etia, NTs tf exes 2 a + 
os F 5 4 Ag w 5 ; ” , a 
ts Be Sop “ b35t + 4 2st Sf gan pen onde ae ehh Ait he ty Pes 
oe mie [eos ae AG : FHAGe w Use 3 CLA DP! Bas: Bae a 
- : 

NM ee ee ‘ "ae miviy ait weg 
by yn SR ae Y i ah | le ae oS ee J i ae 
7? 

P ; pied ze ‘ . 4% 
ia 
fe ayes ee eh te few ope f ese 
“ yy > % i Seip si 
¥ 
ii wage 
S 2 mt =e . 
iat qa bal mt Gace ude 9 Daa +f} Ea i Peat 
Jae Sore | : baa & ! AD ‘ a ‘ Het OS fa £4 4 Re ee? a 
Ie 
© dy? Pate, 
’ $+ Oo aM 
- bie! v2 - a : le << 4 4h 7 erik tnean) Be as Oe A 
WT, xe 1 28 ey EN r 6 | Pema a SY ne oe VAs ve Pa. | 
a 

As 

ae 
; t ie H 7 win gall wah 

watt ¢ ray ery 7 FEMA 
" 

: ob as oe : $324 # 

F , x 5 ee it: } 

: ; Mae un fc: y 5 i HO Dek Ow. Me Pa 

> 
; . t y i % im pee Ge pt abe ¢ = be Lal 
“2S Lori £30 bs ae nd apa 8 Leen ar onl \ wor Vi wed Po Pre Guo 4 TSS TS 
ait : 


: ne ce | i on 4 aoe ER & sae} 
oe ane 5:) ' . tsa PAPAS ee Sty, a ARS te .45)' OO Ot dey 
‘ ‘ aie a. 
‘a y Peery CF we rity Gort he mew BSS «% rey ft piece 
: 
ra 
a) : 
i 
hy 
at 
I : s eh A 
; ‘ 
a Cte.  syrett Deep edie ns aa ys tei ink vig J, aN ; ' 
ebtiv ¥ Loca rom Of ab Seemd: Sede sintut- wer’ VO 


tieabtifwies,« vehuu @f£ ewe? add gegiideve We Hoda, biked : 


baud i creptetotand, F 


e ; ‘ a [= an ie 


-RND 


-19718- Mr, Merler,cr-ex, 


A. I think that agriculture and--- 

Q. To adjust freight rates? 

ce Agriculturally, ana perhaps generally -- we are 
very much concerned today about the Stability of agri- 
culture. Agricultural prices are on the skids. Returns 
were less in 1949 for agricultural products than they were 
in 1948, notwithstanding the fact that we had $237 million 
of equelization payments and P.F.R.A. In 1950 already our 
agricultural products, the prices of many of them ere 
lower. [I only need to refer to the price of bacon. The 
export price of bacon last yeer was $36, end this year it 
is $29.50, 

Q. But you are deriving some Satisfaction in your 
brief from the fact that a condition of Stability has 
been attained? 

A. That is true. 

Q. And you say that even under that condition of 
Stability there would be no Opportunity to readjust 
freight rates? | 

A. We would say that the opportunity is not favourable, 

Q. Now, on page 4 you Suggest -- I think it is in the 
previous peregraph -- that the producer pays the freight 
rate. Do the members of your organization ship feed grain 
to Eastern Canada? 


A. Yes, 
Q. And do they pay the freight rates on that grain? 


A, They pay the freight rates to the head of the 
lakes and at the moment the Government pays the freight 
from there, 

Q. So that: the producer in that case does not pay all 
of the freight rates by any means? 

A. He is mot paying all the freight rates, The Govern- 
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-19719- Mr. Marler, cr-ex, 


freight rates from the head of the lakes to Eastern Canada, 
THE CHAIRMAN: Q. What do you say? 

A, The Government sees fit in the interests of the 
national economy to pay the freight rates from the head of 
the lakes to Esestern Canada on feed grains, 

MR SPENCE: ©. Now will you turn to page S&S 2h 
the middle of the page you have a sentence that begins: 

"The repeal of the Crow's Nest agreement - 

would in effect take this degree of permanency out 

of the considerations and might subject transportation 

costs to marked fluctuation from time to time as the 

Board of Transport Commissioners deemed equitable in 

regard to transportation . , ." 

THE CHAIRMAN: Tell me Where that is, Mr, Spence, 
MR SPENCE: Right in the middle of page 5, my 
lord. It starts; 

"The repeal of the Crow's Nest Pass Agreement , , ," 

Q@. Now, Mr, Marler, I presume you would egree, ag 
other witnesses before this Commission have agreed, that 
the transportation charges on grain from the point of 
origin to Fort William are only a small part of the total 
transportation costs to the European market? 

A. I really do not know what the transportation cost 
1s from Fort William to Liverpool, you see, 

Q. But you would not say that the rates from the 
point of origin to Fort Williem were more than 93 part, shall 
we say a small part, of the total transportation costs for 
Che whole distance to the European market? 

A. No, I said I did not know, but I would not say 
that the transportation cost from my farm to Fort William 
is a small part either, 

Q. Well, would you agree that in respect of the 
transportation charges beyond Fort William, and particulerly 
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the ocean rates, there is no fixed and unchangeable level 
of rates? 

A. I do not know, 

Q. Well, do you know of any statute or any limitation 
upon the ocean rates? 

Be Lj de not, © T have not studied ocean rates at 
all; that is out of my field, 

Q. Well, you Suggest that if that portion of the 
total transportation charges which is now controlled by 
the Crow's Nest Pass legislation were under the jurisdic- 
tion of the Board, transportation costs would be Subject 
to marked fluctuation from time to time? 

A. Well, I would not go that far; I would not know, 

Q. Then you would not Suggest--- 

A. We are sfraid they would not be subject to the 
Same fluctuations as far as our prices and our yields sre 
concerned, 

Q. Then what you would favour is flucutations in the--- 

A. No, we do not. We have pointed out in the brief 
that this adds 3 degree of permanency in-arriving at long- 
term planning and long-term contracting and arranging long- 
term agreements, 

Q. Then which do you want, a stability of rates that 
Will allow you to plan for @ long distance in the future or | 
rates that are fixed regardless of whether the value of the 
product goes up and down? 

A. We prefer the rates ag they ere now, where we know, 
have every reason to believe at least, that they sre going 
to be permanent, be Stable, and that we can Successfully 
errive at agreements for s long period shead on that basis. 

Q. What you want is not rates that gO up and down, 
but rates that Staw down? 


A. Well, we deo not want fluctuating rates, 
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Q. Now, at the bottom of page 5 and the top of 
page 6 you say: 

"The Crow's Nest Pass ‘ct specifically provides 
for continuance of this Agreement forever. While the 
agreement was Suspended for a few years following 
World War 1 anq while the agreement has been modified 
to some extent by the withdrawal of rates on certain 
commodities moving West from Port Arthur, this does 
not in any manner suggest that the balance of the 
agreement should be Scrapped or that the jurisdiction 
of these rates Should be transferred to any authority 
other than the Parliament of Canada. Nor does Gr. 
through experience resulting therefrom, in our 
Opinion, justify the modifications made," 

Am I to take it from this statement that you would favour 
a return to the full terms of the Crow's Nest Pass agree- 
ment of 18979 

A. Well, I pointed out previously that we Specifically 
refer there to farm implements. That is the one that we 
are interested in. 

Q- Would you have any objection if the other com- 
modities were restored to the--- 

A. We have not Siven consideration to the other 
commodities. That is perhaps an error in our brief, the 
Way we have phrased it there. It should have eceferred 
Specifically to farm implements, 

Q. But you would have no objection if the other 
commodities were restored to the influence of the Crow's 
Nest Pass agreement ? 

A. Well, perhaps I em not in 2a position to give a 
definite snswer on that. 

Q. Are you aware of the fact that the Canadian Pacific 


has pronounced itself ready and willing at all times to 
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Stand by and implement the full terms of the agreement? 

A. No. 

Q@. Later in your brief I think you are inclined to 
deplore the alterations that have been made in the agree- 
ment? 

A. With regard to farm implements, yes, 

Q@. Then would you be prepared to Support @ move to 
restore the Crow's Nest Pass rates upon agricultural 
implements westbound and to remove the rates on grain 
from prairie points to the Pacific Coast for export from 
the Crow's Nest Pass level? 

A. No, we would not. 

Q. Or to restore the rates on grain products other 
than flour to the normal basis? 

A. What do you refer to aS normal basis? 

Q. I mean to take them out from under the influence 
of the Crow's Nest Pass Act? 

A. No. 

Q. So that you would not favour a return to the 
agreement in its terms? 

A. I think I have answered that question, sir. eR 
Said that we woulda favour it in regard to the farm imple- 
ments, and I was not in 8 position perhaps at this time to 
Say whether it shoulqd--- 

Q. In regard to farm implements but not to--- 

A. I would not Say not to the others, 

Q. Now, from page 6 to page 10 of your brief you 
discuss land grants made by British Columbia upon the 
building of the Crow's Nest Pass Dine, and land and cash 
Srants made in respect of the main line of the Canadian 
Pacific. I take it you would agree,, Mr. Marler, that these 
Grants in respect of the msin line weere the consideration 


for an altogether separate and distinwct contract from that 
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relating to the Crow's Nest Pass line? 

A. They were made previous, I understand, to the 
Crow's Nest agreement. 

Q. And you sre not Suggesting that the grants in 
respect of the main line sre legally bound in any way to 
the contrsect for the Crow's Nest Pass line? 

A. I would’ not say they are legally bound, but we 
feel that the Crow's Nest Pass is now a part of the whole 
System and cannot be considered as any Specific segregation 
of the whole system, 

Q. What justification have you for the statement at 
the bottom of page 10, that if the Crow's Nest Pass agree- 
ment is found untenable the land grants both in respect 
of the main and Crow's Nest lines should revert back to 
the Government? 

A. Well, we think that if the company finds that it 
cannot carry on on the basis of the Crow's Nest Pass 
agreement and asks its repeal, then they Should ask the 
Government to give them another deal or take over certain 
responsibilities in regard to the national interest, and 
in lieu of thet, in lieu of the company finding themselves 
in an impossible position, they should revert back these 
assets, and then perhaps they would be in a position to 
argue that just and fair rates be established on a cost- 
plus basis; but so long as these assets remain in the 
hands of the company and the revenues continue to arrive 
from those assets as amajor part of their undertaking, 
we feel that they must be a consideration in arriving at 
freight rates. 

@. Then what you mean is thet, although these two 
contracts are not legally bound up together at 9811, if one 
of them is opened up the other one should be opened up and 
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A. We ere not Suggesting that. We think the move 
is on the company, if they find their position impossible. 

Q. Now, toward the bottom of page 11 and running 
over on to page 12 you refer to the recommendations from 
the report of the Special committee on farm implement 
prices set up by the House of Commons in 1937. Can you 
tell me whether these recommendations were in fact imple- 
mented by Parliament? | 

A. Ido not think they were, all of them, no. 

Q. Now, I notice that item 4 of the recommendations 
at the bottom of page 11 is: 

i That freight rate increases have contributed to 

the increase in the price of farm implements." 
Can you tell me what freight rate increases are referred 
to in that Statement, because my information and my recollec- 
tion from a recent case before the Board of Transport Com- 
missioners is that there were no increases whatever in the 
rates from Eastern Canada to the west on farm implements 
from about the year LOrl until the 21% increase went into 
effect in April 19489 

A. Well, I assume that they refer to carlosd lots of 
farm implements. As I stated previously, it is my under- 
Standing that under the Crow's Nest Pass agreement the 
rate from Ontario to Alberts on cearload lots of farm imple- 


ments was $1,253 per hundred pounds. 


Q. In whet year? 

A... £933. 

eS RR 

A. I am not sure of the year, 


MR STEER: Under the Crow's Nest: agreement. 
THE WITNESS: Under the Crow's Nest agreement, 
until that was changed in what? 1925? 


MR STEER: 1925. 
THE WITNESS: Yes, (Page 19726 follows) 
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SPENCE: Q.There W8S a substantial reduction, I think 
you will find, in the rates On agricultural implements 
in 1919, Mr. Marler, and possibly, subject to some 
increase in 1921 when other rates were increased, there 
was no increase from that time until the increase of 
1948 in rates on farm implements. 

A. My understanding is that the rates from 
Toronto to Calgary under the Crow's Nest Pass Agreement 
was $1.254 per hundred pounds of carload lots of farm 
implements, and in 1937 it was $1.663 on the same 
basis. That is in the Report of the Farm Implements 
Prices Special Committee, Session 1937, House of Commons, 
Report No. 20, 

Q. My information, then, you would Soy, “ernot 
correct? That is, the information that these rates, 
while they were originally under the Crow's Nest Pass 
Agreement, later (I think in 1918 or 1919) reverted 
to the sixth class rates? 

A. I have got my information - - 

Q. And then were reduced below the sixth class 
rates and have remained at that reduced level below 
Sixth class rates until the present time? 

A. My information is from the Report that 
was submitted by the Special Committee. 

THE CHAIRMAN: Mr. Spence, on page ll Mr. 
Marler gave us certain rates on farm implements. Are 
you questioning the figure he gives us there? He 
Showed an increase from $1.25 to $2.30. Are those 
figures not right? 

MR. SPENCE: I suggest that they are not 


right, my lord, but I would like to check them. 


TP 
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THE CHAIRMAN: Which is not right, the $1.25 
or the $2.30? 


MR. SPENCE: I Suggest that according to 
information I have at the present time and according 
to my recollection from the agricultural implements 
case before the Board that took place last year, 
the rates were reduced in 1919 and have not been 
increased since except in the course of general - - 

THE CHAIRMAN: Reduced from what in 1919? 

MR. SPENCE: Reduced from the normal sixth 
class rate. I cannot Say what the sixth class rate 
was to any particular point at that time. 

THE CHAIRMAN: If these figures are not 
admitted they should be cleared up, because we have 
taken them down as being exact, you Bee, 

MR. SPENCE: Well, I would like to look 
into that further, my lord, and perhaps say some thing 
further after I have a chance. 

Q. Your suggestion is then, Mr. Marler, that 
the same rates should be charged on agricultural 
implements as were charged in 1897? 

A. We believe that it would be in the best 
interests of the general economy of Canada if that 
were done. 

Q. Now, do you go the next step farther and 
Say that you should pay the same prices for agricultural 
implements as you paid in 1897? 

A. No, I think there are other costs there 
that perhaps could not be dealt with on the same level. 

Q. So that so far as the price of the commodity 


is concerned you are quite prepared to acknowledge that 
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that should go up but not the freight rate? 

A. Well, there are various different companies 
manufacturing farm implements, and I think perhaps it 
would be very difficult to go into that field and mich 
more trouble to work out than with freight rates. 

Q. You think it would be more ddfiieulLy ta 
establish that the railways costs have increased than 
that the implement manufacturers! costs have increased? 

A. No, but as far as I know the implement 
companies have not had the other considerations that 
the railway companies have. 

Q. Now, on page 12 Item 6 at the top of the 
page says:- 

"That the matter of freight rates on 

farm implements should receive immediate 

attention with a view to restoring lower 

rates thereon". 

And that is one of the geese nasiaane of this § pecial 
Committee on farm implement prices? 

THE CHAIRMAN: Where is that, Mr. Spence? 

MR. SPENCE: At page 12 at the top of the 
page, Item No. 6, my lord. 

THE CHAIRMAN: Oh, yes. 

MR. SPENCE: Q. I think you said a moment 
ago that Parliament took no action in reapeest of that 
recommendation? 

A. No, I didn't say. that. 

Q. So far as you know, I think you said. 

A. No, I said I hardly thought that Parliament 
had carried out all the recommendations of the Implement 


Committee. 
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Q. Well, did they carry out that recommendation? 

A. I don't know. 

THE CHAIRMAN: As a matter of fact then, 
what was done about that by Parliament? 

MR. SPENCE; Nothing ae lord,as far as 
I know. You are aware perhaps that the Board of 
Transport Commissioners has itself up to the present 
time held the agricultural implement rates at a level 
So low that the Chicago manufacturers are able to ship 
through Windsor and Toronto and Sudbury and Fort 
William to the west more cheaply than they can ship 
in a direct line from Chicago to the Canadian prairie? 

A. No, I am not familiar with that. 

Q. Now, in some sections of your Brief, you 
Suggest that the railway has reaped various benefits 
from the construction of a Crow's Nest Pass line in 
the development of the resources that were made 
accessible by the construction of that line. However, 
at the bottom of page 13 you say that the company itsclf 
was anxious and apparently prepared on its own initiative 
to extend its lines over this area. That being so, 
you would admit, wouldn't you, that regardless of 
the Crow's Nest Pass Agreement, the railway company 
would have obtained the same benefits from the natural 
resources in any event, and that the fact that the 
Agreement was made did not give the company any extra 
advantages in this respect that it would not otherwise 
have had by constructing the line itself? 

A. No, I would not say that. 

THE CHAIRMAN: Are you talking of page je 


Mr. Spence? 
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MR. SPENCE: At the bottom of page 13, 

I think it is the last clear Sentence on the page:- 

"Because of these resources the Company 

itself was anxious and apparently had been 
prepared on their own initiative, to extend 
their lines over this area." 

THE CHAIRMAN: Well, what about that statement? 

MR. SPENCE: Well, I was asking Mr. Marler 
whether the benefits that accruca to the Railway Company 
by opening up the Crow's Nest Pass district would have 
accrucd in the same way whether the Railway Company 
built the line with the agreement or without the agree- 
ment. 

THE CHAIRMAN: Yes, but the point is, the 
Company did not build it without the agreement. The 
Company made the agreement in order to bul lduat. ten 't 
that the fact? 

MR. SPENCE: The Company Aas the agreement 
to assist in the building of the line, yes, but Mr. 
Marler's Brief says that the Company was prepared on 
its own initiative to build the line, and all I am 
PUugeesting is - - 

THE CHAIRMAN: We have had before us oertain 
reports of the directors of the Company to their 
Shareholders in thoseYears 1896 and so on. 

MR. SPENCE: Yes, my lord. 

THE CHAIRMAN: Do they show what the Company 
had in mind then? We had them here the other day I 
think, Mr. Sinclair. 

MR. SINCLAIR: Yes, definitely these reports 


Show, my lord, that the Company had commenced building 
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the line and had expended some, I would Say, considerable 


Sum on its construction prior to the execution-of the 
Agreement in 1897. 

THE CHAIRMAN: Yes, well, the reasons for 
building the line in the first anor and secondly for 
making this contract with the Government, are set out 
in these reports by being said, for instance, by the 
President of the Company. 

MR. SINCLAIR: Some of the reasons, yes. 

THE CHAIRMAN: We have these, haven't we, 
in evidence? 

MR. SINCLAIR: Yes, some of them my lord. 

THE CHAIRMAN: We have the reports, we have 
the full reports. 

MR. SINCLAIR: I think that all the reports 
are part of the record in one of the rate cases and 
that this would make them all part of the record here. 

MR. MacPHERSON: The annual reports? 


MR. SINCLAIR: Yes. 


MR. MacPHERSON: Yes, I think all the reports 
were filed in the 30 Per cent Case, and we referred 
particularly to the annual report of 1896. 

THE CHAIRMAN: Yes, that is the one I have 
in mind, 

MR. MacPHERSON: The concluding words in 
the report of 1896 of the Directors to the shareholdrrs 
read as follows:- 

"The interests of the country at 

large are so much concerned in the question 
of a Crow's Nest Pass Railway, that your 


directors confidently expect reasonable 


my 


uf 


ee 7 


ae he for] 4 . 2 i g 
gorge Sehr, 


he . ‘eae 
PIMPS SAGO 


t Sie hs 


] < ye on 1a Ba Pa! as 


ay 
* ey 


‘TP = 19732) - Mr. Marler er.ex 


assistance at the hands of the Dominion 
Government. 

MR. SINCLAIR: of course, my lord, that was 
Said, and if there is any comfort in it to Mr. MacPherson 
he can take it as a development, but there is one 
historical fact that I think may not have been pointed 
out here, and that is that the railway west of the 
boundary - - 

THE CHAIRMAN: West of the boundary - - 

MR. SINCLAIR: Yes, west of the boundary 
of Alberta and British Columbia, was built under the 
charter of the B.c, Southern and those other companies 
and not under the actual Crow's Nest Act. The 
Canadian Pacific arranged with those companies which 
they owned and controlled, to build the railway. That 
is a matter, my lord, that I would like to deal with 
in argument. I don't want to go inte history because 
it is voluminous on this subject and we eould be here 
for days talking about history and putting it in its 
correct perspective; but I think there are a few 
Salient facts that might be helpful. I would be glad 
to answer any questions when I am dealing with that 
point. 

MR. MacPHERSON: And I will be glad to deal 
with it in argument. 

MR. SINCLAIR: I am sure you will. 

MR. MacPHERSON: I will be glad to deal with 
it, but I might point out now, that in Sub-section (h) 
of the Crow's Nest Act it says:- 

"If the Company or any other company 


with whom it shall have any arrangement 
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on the Subject, shall by constructing 
Such railway..... 

indicating that connection with the B.C. Southern to 
which my friend has referred. 

MR. SINCLAIR: Tf agree with that. The whole 
Situation was known, there was nothing that was not 
disclosed, it was ait theres. 

MR. SPENCE: I have no more questions for 
Mr. Marler. 

THE CHAIRMAN: Does anybody else wish to 
question Mr. Marler? Well, thank you, Mr. Marler. 

MR. COVERT: The next Brief is the joint 
Submission of Edmonton and Calgary Chambers of Commerce, 
the Corporations of Colgary and Edmonton. The counsel 
is Mr. C, W. Clement of Edmonton. 

THE CHAIRMAN: Just a minute until we get 
the Briefs. We have the Briefs? 

MR. COVERT: Yes, sir. Mr. Chairman, I 
understand that Mr. Clement is not calling any witnesses, 
he is just presenting the Bricf himself. 


THE CHAIRMAN: All right, Mr. Clement. 
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MR. C. W. CLEMENT - CALLED 


MR. CLEMENT: My lord, I shoulda perhaps make 
it clear at the outset that I am not appearing here 
with any special fund of knowledge or in an expert 
capacity, but more in an argumentative capacity. The 
Cities and Chambers of the Citics of Calgary and Edmonton 
are of the opinion that the grain rates vitally affect 
the: municipalities and business men of Western Canada 
and indeed throughout Canada although perhaps more 
directly in Western Canada. The effect in Western 
Canada of the grain rates must necessarily be almost 
as direct and immediate on the business men and the 
municipalities as it is on the farmers themselves. It 
is for this reason that the Cities and Chambers felt 
they ought to make a representation to the Commission 
and to join in the protest against proposals affecting 
the grain rates. | 

Now, Sir, I understand that this submission has 
been read and that in any event it is desirable that 
it be taken as read in the interests of Saving some 
time. I would therefore propose, with your approval, 
not to read but perhaps to make two Or three observations 
On matters arising out of it. 

THE CHAIRMAN: As you go along, show us 
what part of your Brief you are commenting on. 

MR. CLEMENT: Sir, it is rather more of a 
general comment. 


THE CHAIRMAN: All right. 


(Brief follows) 
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The Chambers of Commerce of Udnonton ana Calgary 
ana Cities of Gdmonton ang Calgary, are vitally interested 
in the welfare of alberta agriculture. Io One in -estern 
Canada can be oblivious of the fact that érain groWing is 
the basis of our econoniic well- being. .e@ as business men 
have first hand experience of the close relation between 
agriculture ana the other sectors of the economy. Our 
interests are in a broad Sense, identical, 

v@ arpear before this Coumission conscious of 
this close relationship to add@ our protest to those of 
the farm organizations, other business eroups, ana the 
provincial povernments of -lberta, saskatchewan and 
llanitoba, asainst any Suggestion that the present freicht 
rates on export grain be altered. The suomissions of the 
Canadian Paciivic Railway Coupany to this Comuission contain 
a direct attacx asainst the Efrain rates in jestern Canada 
which have teen in effect for fifty yIars, “Phe tee 
latter of added co:cern to tie neoole o:' Alberca who pay 
for tne freight hauls On g€rain, 

The basis of Jie rate Structure on which erain 
for export moves fron tue estern Trairies to Vane ouver 
and to the head of the i@xe@S was establisheu in tule year 
1397 when the Doriinion ~arliament passed “an act to 
authorize a Subsiay for a railway throu. ii tue Crow's Nest 
Pass", This act Sispowered the GCovernor-in-Couneil to 
Efant & subsidy to the Canadian racific Railway Company 
towards the cOustruction of a railway froui Lethbridce 
through the Crow's Pest ass to ilelson, 
wirereturne for ‘the Subsidy tuigntioned above plus 


&@ virtual rail monoply in parts of southern ..lvsrta. and 
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Pritish Columbia, the C.P.R éranted certain rate con- 
cessions. section 1 (d) of the agreement provided for 
reductions of from 10% to 33 1/3 in the general rates 
that the C.P.h. then charged upon certain classes of 
merehanuise west bound from sort william aud all points 
east of Port jilliam to all points west of fort Jillian, 
These rates were to be the new maxima alu were to cone 
into effect on January lst, 1898. The commodities in- 
Cluded in this part of vhe 4-ETCsiichit were green anu fresh 
SeuLue;rcoal oil, cordage and binder twine, agricultural 
implements iron, wire, window glass, paper roofing felt, 
paints and oil, and livestock, 

another rate concession was made on 6rain and 
flour. Section 1 (e) provided that tiere Should be a 
reduction in the C.P.R. rates and tolis On grain and 
flour. This reduction was to be 3¢ per hundred ounds 
Somme lt *polmts on the C.F VR, mainodine branchss anu con- 
nections west of Fort jilliam to Port arthur and fort 
Willian anu all points east. The rates were to be re- 
duced by one and one-half cents per 100 pounds on or 
before Sentenber lst, 1598 ana by another Ons and one- 
half cents per 100 pounds on or before Septeuber lst, 
1899. hese reduced rates were to be the maxinun rates 
chargeable fron the points mentioned in perpetuity. The 
Statute required the agreement on the part of the Company 
tO provide “that higher rutes than such requced rates or 
tolls shall be charged after the cates mentioned On such 
merchandise from the points aforesaid." 

From 1698 when tiese rate reductions came into 
being till larch 1919, the rate concessions proved to be 
of negligible importance. The period 1898 to 1918 may be 
characterized as one in which, firstly, the Crow's Nest 
maxima were extended to all C.P.&. lines as they were 


COmpletea. secondly, it was a period in which rates 
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dropped below these Crow's Nest maxima in practically 
all cases, due to competition, government agreements 
with competing companies, and perhaps also to the in- 
creasing efficiency of the railways, or perhaps to the 
force of public opinion, Jurin. this period, the Crow's 
Nest rate structure becanie thoroughly imbedded in the 
economic fabric of tie Prairie Provinces, the rates on 
grain particularly being of fundamental importance as a 
development factor in the growth of the western wheat 


economy. 


the grain rates were above the statutory i:aximum provided 
as a result of the agreement. In 19<é the Comnuittee of 
the House of Commons took evidence regarding the Crow's 
Nest Pass ~greement and the effect thut the sgreenent 
had haw upon the grain rates, and aS a result of their 
deliberations the government amended the Railway act so 
as to provide for a further delay in the coming into 
fores of the rates provisions reg~zardin. the twelve selec- 
ted commodities. The government did not rollow this 
procedure in connection with the &rain rates and they 
were returned to their statutory maximum ana from which 
they have not departed since, 

In 1925, after further discussion, the pro- 
Visions regaraing the twelve selected commodities were 
permanently removed, anu in 1927 the Sourt of Transp ort 
Commissioners extended the Crow's West grain rates to the 
Pacific Coast for export. 

The present situation is that the present ex- 
port freight rates on grain and flour are the result of 
the Crow's Nest Fass agreement as it was amendeq by 
legislation in 1925. The C.I.n. at the present time is 
Q@uvocating the removal of these rates from the Statute, 


@pparently to permit then to seek their "proper level" 
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which presumably they consider to be higher than the 
rates currently charged. In Supcort of their con- 
tention the C.F.E. have presented certain arguments 
which they have summarized at page 148 and 189 of fart l 
of their Submission. In Summary che C.r.R. says: 
"1. In fairmess and equity, these 
rates should be regulated in the 
Same way and by the same tri- 
bunal as rates on other traffic, 
"Ze The level of grain rates in 
vestern Canada is less than 
half that for comparable move- 
ments of grain in the Jestern 
United States. 
"3. Under the present conditions, 
the Crow's Nest level of érain 
rates is not compensatory, 
“ie, Li, @Sla matter of national 
policy, the grain growing in- 
dustry in western Canada Should 
at any time require to be Subsidized, 
the subsidy should be paid airectly 
to the industry by the Government 
of Canada out of general tax monies, 
"de The price of grain in iestern 
Canada has more than doubled since 
the present "Crow's West" basis of 
rail freight rates was established, 
It is sound economics that these 
rates be permitted to fina their 
proper level in accordance with 
Changed conditions, 
"6, The Crow's Nest rates aré a pure 


historical survival. they are not 
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related either to the cost 

of service nor to the value 

of service, Changes which have 
occurred since they were in- 

troduced have :.ade them totally 
obsolete and their effect upon 

the railways and upon the rates charged 
On other traffic maxes it 

dangerous to retain then." 

It is the submission of the Chambers of Commerce 
of Sdmonton and Vealcary, the City of sdmonton and the 
Caby oLiCs gary’ tiut these reasons provide insufficient 
and inadequate grounds for a dériand to have the grain 
rates removed from the Statute. 

Reason No. 1 is Slaply a plea by the C.P.k. to 
have their obligations under the Crow's Nest agrecuent 
as amended absolutely renoved, Lhis plea ignores the 
fact that the G.PsR. made an agreement sor which thay 
received valuable consideration. ¥or them to cone for- 
ward at this time with the request to have their obli- 
gations renoved is a thinly-veiled attempt to keep the 
advantages, and be rid of any disadvantages that the 
-ereement szives them. hen the original agreement was 
fade it certainly must have been in the minds of the 
parties to that agreement that ceneral increases in 
future might put the efain rates at a figure higher than 
the statutory maxima. If at the first opyortunity the 
liaxima are to be removed on the excuse that wages and 
prices have esnerally increased, it is quite apparent 
that the statutory protection is of no value at all. 
if it was the inteution of the contracting parties to 
Temove the effects of the agreement aS soon as it became 
&pparent that the agreement offered sone protection, it 


; 
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would indeed seem a very odd state of affairs, 

The C.P.R. has also evidenced a xood deal of 
concern for people other than chose parties to the con- 
tract vhno, in their words, have suffered as a result of 
the agreement. In particular they mention other rail- 
roads which have had to apnly tue Crow's Nest maxima to 
their grain charges, althou.h of course these other rail- 
wayS were not parties to the original ..greement. It is 
very interesting to find the C.P.i., SO COncerned about 
other railways and particularly interesting in light of 
PhedtaeG whey thas. Ls As the only railway which has 
come forward with any Sugeestion about removing the 
Statutory level on erain rates. The Canadian wational 
railway has not made any submission in connection with 
the grain rates, 

Foint 2: Because export crain rates in vestern 
Canada are about half the douwestic rates in the U,oN%). 15 
Cannot be urged that the Canadian rates should be removed 
from the statute. Comparisons between the United States 
and Canada can only be Slenifideant: af all factors, or 
at least tne major factors, are similar. This is not 
here the case. fhe slerican farmer is protected by huge 
sOvernuent expenditures on price supports. The Canadian 
farmer does not receive Sovernument-supported prices fer his 
wheat but is left to the export market entirely. In 
addition, tue Canadian farmer is thousands of miles 
from his market. The american Spring wheat farmer is in 
Close proxinity to his. In addition to this, the american 
farmer gets his farm requireuents cheaner than does the 
vanadian farmer situated on the other Side of the border, 
The very significant effects of the tarirtf on rarm costs 
in vestern Canada cannot be ignored when any cOluparison 


between the «american and Canadian situation is to be made, 
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These facts point to the conclusion that no significance 
whatsoever can be attached to rate comparisons between 
iestern Canada and the Spring, wheat area of the United 
states, | 

FOIntw3t> The Commission has already ruled 
that the colapensatory nature of the grain rates will 
not be considered, 4S businessmen, however, we have al- 
ways thought it peculiar that the man who makes a deal 
in which he gets certain things and agrees to give 
others, should come forward and attempt to break that 
deal in part when it is alleged that hts obligations 
have possibly become more onerous than he expected, but 
without being prepared to surrender any of the privileges 
and advantages he received under the a.reement. ve say 
that if the-C.F.R. wante to break the agreement, it can 
do so only when the balance sheet of the advantages and 
disadvantages has been drawn up» «aS it is today, we 
conceive the 1925 amendment to the Crow's Nest Agreement 
aS 42 salve, 6 Submit that before removal of the Crow's 
Nest rates should be considered there should be an account- 
ing of the advantages which have accrued to the G27. Hy 
and that no changs ought to be entertained without a 
judicial weighing ot the facts, 

Point 4: This point is directly related to the one 
One above. Subsidy does not enter the discussion of the 
Crow's Nest Pass rates, because of the fact that their 
COolupensatory nature is not here to be considered, 

hile recognizing the fact that the marketing 
of grain is a matter of national policy, we regard as 
unproven any contentions that the present export rates 
On grain constitute a subsidy to the vestern Canadian 
farmer. In the original agreement it was the Canadian 


Faciric hailway tnat received the Subsidy and there was 
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no indication that the establishment of Statutory rates 
contained any element of Subsidy. It was rather the 

case that the statute existed to protect the grain pro- 
ducer from too high charges. The value and profitability 
of the grain traffic to the Canadian Pacific Rallway has 
been undeniable. The Statutory limitation was to pro- 
tect an area dependent upon foreign markets and rail 
transportation. It has served its purpose admirably and 
continues to do so. In so doing it has been of benefit 
both to the grain growers and to the hailways, 

Poinb 5? AS "tothe OlpyR: contention that the 
price of grain has more than doubled since 1897, we would 
like to point out the following facts: 

This statement is iisleading, since it carries 
the implication that €rain prices have risen steadily 
iPpom 1697. 4 The C.F.R.'s own uHIBIT, page 100 of the 
appendix to Fart 1 of its Submission indicates that fron 
1897 to 1918, when the agrecmcnt was in effect, in eight 
years the average price of wheat at Port Jilliam was 
higher than in the 1897-1598 crop year, as against the 
twelve years when it was lower. For the period of 1918 
to 1922 the Crow's Nest grain rates were not in effect, 
but in 1923 to 1945, in sixteen years the price was 
higher and in ten years the price was lower. Je cannot 
accept the assurance of the C.F.i. that the present 
level is permanent or that the cycle of grain prices 
has been terminated, 

v@ also would point out that there igs normally 
& correlation between <zood crops anu low prices, so that 
the prosperity or ability to pay of the western farmer 
is not measured by mere comparison of changes in price 


levels, 
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aS to the contention that is is "sound economics 
that these rates be permitted to find their proper level 
in accordance with changed conditions", we would point 
out that this ignores the fundamental reason for the 
Statutory rates on érain; reasons which the Canadian 
Pacific must have fully recognized and accepted at the 
date of the original agreement. 

Point 6: «As to the final C.P.h. point that the 
rates are a pure historical Survival - we submit that 
this isa Surprising contention to adopt with regard to 
an weEreement in perpetuity, which by its very definition 
must be in one sense an historical survival. they are 
in fact the direct expression of Wational Folicy which 
is very far from being considered obsolete by the people 


of jestern Canada, 


#11 of which is respectfully submitted by, 
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MR. CLEMENT: The fundamental position taken 
in the submission is that the Agreement and Statute of 
1897 constituted instruments of public policy of the 
Government of Canada, and that public policy was 
reaffirmed by Parliament in 1925 after a period of 
disturbances and inquiry and consideration. An attack 
on the agreements in the 1925 Statute of necessity 
involves the public pelicys 71 p ta respectfully 
Submitted that there should be no recommendation in 
respect of the public policy until it has been demon- 
Strated by strong evidence that it is no longer in 
the public interest to maintain it. Until that time 
the grain rates should continue to be a condition 
upon which, with other considerations, freight rates 
on other commodities are determined. 


If this view is sound, then it becomes 


desirable to determine what was the national policy 


as reaffirmed in 1925. Otherwise it would not be 
possible to determine when its purpose has been 
served . 

The history of the matter indicates that one 
purpose was the fixing of a stable grain rate without 
relation to any other factors, whether affecting the 
farmers or the transporters. I think, sir, that has 
been amply dealt with in the past four days. However, 
with deference to those who have made a fuller study 
of the matter than I have bcen able to, I venture to 
Sugecst also that the Government of the day had in 
mind the develepment of Western Canada and of an 
cconomically sound agricultural area which would 


complement the industrial areas of Eastern Canada. 
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That would mean the creation of a purchasing power 
of the volume and Stability to afford a domestic market 
for C-nadian industry which could not compete 
favourably in the foreign markets, that is to say a 
volume and stability of purchasing power in relation 
to Canadian manufacture. 

Stability of purchasing power in relation to 
Canadian manufacture cannot be obtained in any satisfactory 
measure when the purchasing power is derived from the 
Sale of grain on world markets. The factors which 
affect the farm income derived from world markets do 
not act equally, or perhaps even at all, on domestically- 
EOld industry, that is to say, tariffs, world supply 
and demand, currency variations. Such Stability comes 
closer to realization when the purchasing power is 
also derived largely from domestic rather than foreign 


sources, aS is the case in the United States. 


(Page 19736 follows) 


a rer Gh b 
ee oe ete Oe 


ore: i 
(ey hie 


“i 


—— 


-19736- Mr. Clement 


Then factors of inflation snq deflation react in the Same 
measure on both areas and have a correlated effect. I 
therefore Suggest that the national policy then laid down 
will not have been served until grain ceases to be pre- 
dominantly export in character, 

I would also like to make an observation on the 
position of the Canadaan Pacific Railway in relation to 
this national DO LOY rt voluntarily snd for valusble 
consideration entereg into the agreement Of OO yes part 
of the benefit consisted in the increasing freight west- 
bound created through the Operation of the policy. I submit 
that the proper view of the agreement is not that it thereby 
became bound to perform some particular terms, but that it 
voluntarily contracted itself into a status of én instrument 
of public Policy. Tt committed itself to that position for 
Valuable and continuing considerations. It now Seeks to free 
itself of that Status. I suggest that no serious attempt 
to that end Should be made except to Parliament. It ig only 
a body responsible directly to the people who can or ought 
to determine what is for the good of Canada. 

Now, I think, Sir, those are all the observations 
that I have to make. Perhaps my friends Wish to ask me 
some questions, 

THE CHAIRMAN: Does anybody wish to ask anything 
of Mr. Clement ‘about his presentation? 


MR SPIENCE: I would like to ask some questions, Mr. 


Chairman, 


6 
CROSZ-EXAMINED BY MR_ SPENCE: 


Q. Mr. Clfement, I had a number of questions to ask you 
°N various Poirnts in the brief that you presented to the 
Board, but I will try to cut them es short as possible, 


SO we can perhs.aps finish before the adjournment. On page 2 
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of your brief you set out the six points in which the 
Canadian Pacific has summarized its submissions on Crow's 
Nest Pass rates, Having done SO, you state: 

"It is the submission of the Chambers of Commerce 


of Edmonton and Calgary, the City of Edmonton and the 


City of Calgary, that these reasons provide insufficient 


and inadequate grounds for a demand to have the grain 

rates removed from the Statute." 

Can you say what grounds you consider would be sufficient 
and adequate for such a demand? 

A. Mr. Spence, as oan individual I am afraid 7 coun 
not. The position taken is that adequate and proper 
considerations can only be determined by Parliament, who 
instituted the policy in the first instance, 

Q@. But you are sayine thet these are inadequate 
reasons. Is it your position that even if all of these 
Srounds are fully proved they will not form a sufficient 
reason for removing the grain rates from the present 
Statutory control? | 

A. Yes, that would be my view. 


Q. Now, let us take one of them. Take item 3, which 


"Under the present conditions, the Crow's Nest 
level of grain rates is not compensatory," 
Now, we have not been permitted to 80 into the question of 
Whether they are or are not, but if that was proved would 
you say that that would be a proper ground for an amendment 
of the statute? 

A. I understand your question, Mr, Spence, to mean 
this, that the grain movement taken by itself ought to be 
Self-supporting. 

Q. No; my question is merely based on the wording of 


ee point, that under the present conditions the Crow's Nest 


ay al i th f ial 
rik Tbe uf ma AX 


: hes iN 
tees SARE 


A, ee 


Fa Tih 
ae 


* 


at e 
4 a. } i « 


| jo ay sdakha At ‘nih 
Desa an snctaetnels WEE RPAISEPAE A apie 
Ne et leas ano high wt you an aa fe pani is 
soto": BeIPOES 3s yee 1% ee Eay.thedue! ‘9c Vee ane an Thee t 


t 7 
.; 
ey 3 ihe 
y ww 
, “< by 
J 
: 


: asd Ane eres, eee x. 20 “8 yt 2a baud yest ay ‘bag sad pk Bee Ses nga a 
Melee) Veiner a , 


ent auncd Seas jieriate’ na. ana.” ahs 
‘dreng edt seen Od ue so? ebay tetera bev: et 


4 1 we 


{ Pry? 
eae cues pavomes aston 


. " edutare cs 

} Te. ii 

iaahointue od biiow wWhtende Wig ebadems Yerw YEE HOY a , 

Begs mal eer EPR Made a oe ye. x it 

ake ¢ healed ne dae nt ii ‘bet 

? Bt me) e PHweeTe WB t fe We ae Lies re" ay A. AB WEL cad at , a A 3 y " 
a Acta EMTs Bis. care ia | 
GS ntl ie MRAM RES x BAG af axed reat + Le ee efit sit Ne c 

aay i . : v : 

A lbde  aeeeetive ed pembemeten gd Eso tee RES. ‘ 


r et } Oe Tue «. fn + 
tone get Bay at Matted See We saa e 


{ 7 G Y ey ee ae a 
: iy : : 
pain ‘i £ : 
f “ » 
, ope ei ne Pees ee mr GF) “yy th 
oO DU GR eee geen Penn mel ey pee ee CS eye ou Mite 49 9 14 : j 
een : x iy Be Vie df i . nv Ne oy a elnaa ee nae te Mere FN D he _- rae 
7 ‘ A E ‘ - = : P ‘ if Lie 
oh) ‘ 4 i > ae, ee i 
a4) a a Ae ye ale oo aS Cn a eC ee Se Ma | [ 8h ’ hnoheer 
Bish > SOR £0 kB ae, INR a, SR ee cry peared ‘a 
mi 4 i 
y \ en 


P , t we oe \\ ee f i\ Ores 
Woau bovord’ Liat ous ebolvag 
Fe yy | ne pea Fea: | Votes, 


i. nono) act ange deity Abana ate Gai vomes 4O8 ios 63) 


alt i | 


he ia A ne <ouivis Goaa 


oo : hey Oe al : fi 
i . om A, F 
i a OE a AS RINOW SR yet s “tt 
. M ~ 
if, ; 
; i ne hke6 iat ‘to ade elbs Oh TO. yer WF 
= oh bala » be . Aoseirty: 
Z Ree Teh | 
had % } 
a ‘ehbsas, 
re Hee 
i ie? 
i ‘ Ve om dis ero itt: Chats ita : 
4 t mn “Fr " po yg 4 . ; Sys y 
nk { ‘ » m oR EON Ge fae Ae ot Oe ees: ne awe Se op He 4 ue A Re eS \ 
J PAC Boe} vues Py yl Ea fi: 
i ae O i fi Poke Pic fice 2 ey Ot res TA) = Yi ay 3 , “ 
A U ? tf: 4 yok fee are Ms ho is PE ade ie chee ae ba at bina : 
‘ fal - 
" +e fd 
. - 3 “er ei fate | 57 “ye Sik Wan. 
bivewiseyorg sew ‘teit tt OMe: Fon Sen GO.ANE EBT 
tr +o} ae Late wes! ad bisow Zoid dear 
meee BA CD IPR ee or, Po ome pce) 
a Pie (an yt i 
an * oe ” 
eel , Qapaose 
i 5 ar J vy) o 
: ¢, iy tae WE 8 EE ke ass (me OR) 
Eas ae 2 { st 0 ih CFS, oe af! OPO RMT 74 Ae oe Bt aa aga ci Ai 
rar Ogee os aeiier LAO eae se acre ‘ 


an od inus. SLaswk eg geoik st jaar as ne 


Tue 
1A j ‘ i} Pa 


ro 


nh He mains 


op “aK 


RND 


~19738- Mr. Clement, cr-ex, 


level of grain rates is not compensatory. Now, regardless 
of how it is found that the compensatory nature should be 
calculated, if it is found that in actual fact the grain 
rates are not compensatory, do you say that that would 
Still not be a proper ground for an amendment of the 
statute? In other words, do you think that any statute 

of this country shoula compel a company to carry on busi- 
ness at an out-of-pocket loss? 

A. On the over-9l1l picture? Is that what you mean? 

Q. I mean st an out-of-pocket loss -- 31l right, on 
the carriage of the grain? 

Ae Well, now, that is 9 little different. 

Q. ‘Yess? all right, am changing it. 

A. I want to understand what you are getting et, Mr. 
Spence, 

Q. "Team chdtigine it, Do you think that any statute 
Should compel a company to carry any traffic at an out-of- 
pocket loss? 

A. Yes, I think that has been done, and that there is 
Justification for it being continued. Mr, Spence, it seems 
to me in this case that there is some Similerity to what is 
known in merchandising as loss leaders. 

THE CHAIRMAN: Q. Known as what? 

A. Loss leaders, sir, Assuming -- and I understand 
that there is very considerable dispute on the point -- 
assuming that grain taken by itself does not yield revenue 
Sufficient to meet its operating expenses, nevertheless 
that cannot be taken alone ss the factor for determining 
whether something ought to be done ebout it. 

MR SPENCE: Q. A loss leader, as you call 5G a 
merchandising is something that vis put in voluntarily, if 
it is permitted by lew, it is put in voluntarily by the 
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A. For the Sake of revenues gathered from all other 
Sources, yes, 

Q. Now, do you say it is 3 proper thing to have a law 
that compels, for instance, a department store to sell 
some of its goods at less than cost? 

A. Well, no, BG. Mrlo aie as voluntary act, but then 
this was instituted in voluntary acts. 

Q@. But the Crow's Nest Pass Act is not 8 voluntary 
act on the pert of the Canadian Pacific at the present time, 
Le 459 

A. No, but then mY position on that, Mr, Spence, is 
that the voluntary act on the part of the C.P.R. was in 
permitting itself to become an instrument of public policy, 
Now, there sre some Servitudes undoubtedly attached to 
assuming 2 status of that sort; those servitudes were 
dealt with ang perhaps relieved in 1925, but from a legal 
point of view it is difficult for me to Say that the 1897 
agreement constituted an agreement as is known in law for 
the binding performance of one party and another of certain 
Specific obligations. There was a public policy being 
fulfilled there, and the railway became voluntarily ¢9 party 
to that public policy. That is my view of it. 

Q. Entered voluntarily into the agreement of 1897? 

Asse Yes, The fundamental part of which, as I have 
Said--- 

THE CHAIRMAN: May I ask you ‘here, Mr. Spence, 
Going back to 1897, as you have done, at that time the 
company had a particular rate in effect for the Carriage of 
Srain? 

MR SPENCE: Yes, my lord, 

THE CHAIRMAN: And in consideration of what was 
Siven to it the compeny agreed to charge three cents less 


than that rate, 
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MR SPENCE: Yes, my lord, 

THE CHAIRMAN: Hor.aly tinéviere there anything 
now which would enable us to ascertain whether that three 
cents reduction from the prevalent rate left the compensa- 
tory rate to the company then? 

MR SPENCE: Mr, Sinclair perhaps can enswer that 
better than I can, my lord, 

THE CHAIRMAN: TI am not asking you to answer it 
right now. 

MR SINCLAIR: No, my lord. I think that in the 
evidence and in the exhibits, the material that was filed 
by Mr. Jefferson, you will find sufficient to enable you 
to come to the conclusion that st thet time it was a 
compensatory rate. I think there are 9 number of tests 
that lead you to that conclusion, 

THE CHAIRMAN: That after reducing your rate by 
three cents you still had 3 margin of compensation. 

MR SINCLAIR: Yess my lord. 

THE CHAIRMAN: Left to you when you made this 
bargain, 

MR SINCLAIR: Yes, my lora, 

THE CHAIRMAN: You think the evidence shows that. 

MR SINCLAIR: I think it is a very easily made 
inference from the evidence. 

THE CHAIRMAN: Well, we do know this, that between 
Lg09), 7 think, and 1918 it must hove been a compensatory 
rate that was left to you, since you charged less than it 
during those years. 

MR SINCLAIR: Well, I think that some of the most 
Conclusive evidence is the fact that the rate did EO below 
the Crow's Nest level. 


THE CHAIRMAN: You maintsined them there all the 


time until June 1918. 
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MR SINCLAIR: Yes; and I think the most con- 
clusive evidence of 3ll possibly is this, that with the 
percentage of traffic that W8S grain that was moving on the 
Canadian Pacific at the time when the agreement was made 
for the number of years afterwards, if it was not compensat- 
ory the company would have gone bankrupt. 

THE CHAIRMAN: Well, I have got the outlines of 
your presentation on that. Now, today your position is 
that you wish to be liberated from the Statute, and you 
wish to be able to S0 before the Board, and then you feel 
confident that you could demonstrate to the Board that these 
rates are now non-compensatory. You have 9 lot of evidence 
there; you have gone to a lot of cost inquiry to find that 
out. 

MR SINCLAIR: Yes, my, Lord, 

THE CHAIRMAN: That is the first thing. You cer- 
tainly would urge upon the Board the necessity of increasing 
those rates, 

MR SINCLAIR: Oh, definitely. 

THE CHAIRMAN: That is the first thing you woulda do. 

MR SINCLAIR: Definitely, my lord, most definitely. 

THE CHAIRMAN: Then we get down to where we were 
an hour or so ago -- whst considerations you would ask the 
Board to bear in mind in granting you your increase, You 
heed not answer that now, 

MR SINCLAIR: I think, my lord, that Mr. Spence 
Will answer that during argument, and I think it will be 
helpful. 

THE CHAIRMAN: You have gone over it many times. 

MR SINCLAIR: Yes. 

THE CHAIRMAN: Page 189 of your brief LAY full ‘of 
notes I have taken esch time we have gone over it; and we 


want to make very, very sure of just what the C.P.R. intends 
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the functions of the Board shall be if this Statute is 
repesled, 

MR SINCLAIR: Tf am very mindful, sir, and so is 
Mr. Spence, of the responsibility we have in trying to 
help you. 

THE CHAIRMAN: ana I refer you agein to what was 
said, for instance, in the Duncan Report, when the Duncan 
Report quoted from Judgments of the Board and statutes 
and sections of the Statutes to show how the Board had so 
far circumscribed itself in dealing with the assessment of 
Preignt Yetes', 

MR SINCLAIR: Yes: 

THE CHAIRMAN: Ag long as we know before we stop 
this case Chis week just what the Canadian Pacific has in 
mind, without there being any doubt about it, in fairness to 
ourselves--- 

MR SINCLAIR: We will do our very best, my lord, 
to be of 911 the assistance we can, 

THE CHAIRMAN: All right, go on, Mr, Spence, 

MR SPENCE: Q, Now, Mr. Clement, you Spoke of the 
Voluntary act of the Canadian Pacific? 

A, Yes; 

Q. The voluntary act of the Canadian Pacific was in 
fact the signing of the agreement of 1897? 

A. Yes, in contemplation of the statute which euthor- 
ized it. 

Q@. And there have been rather major Changes and ex- 
tensions of the Crow's Nest Act rates since that time? 

A. There have been changes, yes, 

Q. And those have not been by any voluntary act of the 
Canadian Pacific? 

As -3I do not know. “I do not know to what extent--- 


Q. Well, they have been by statute, hsven't they? 
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A. Yes, I do not know to what extent the C.P Ri 
contributed toward the enactment of that statute; I have no 
knowledge of that, Mr. Spence, 

Q@. Now, as a lawyer, Mr. Clement, I would like to put 
this proposition to you in relation to the Second paragraph 
On” pases, “Phat paragraph refers to the advantages and 
disadvantages received under the agreement, and I would 
like to say at the outset that we rather strongly resent 
your suggestion that the Canadisn Pacific is attempting to, 
os you say, break its deal or evade its obligations. I 
perhaps should repeat again, Mr, Clement, for your benefit 
and that of those whom you are representing here, that the 
Canadian Pacific has made it very clear that it is ready 
and willing at ell times to stand by the letter and Spirit 
of that agreement to the fullest extent as that letter snd 
Spirit are found in the agreement itself and have been 
interpreted by the courts. 

A. Yes, I have heard that said, Mr. Spence. [It might 
involve the Cansdian Pacific Railway in as much trouble as 
anybody else if that were done, 

Q@. But that would not be any breaking of the deal, 
Would it, or breach of faith? (No audible answer), 

MR O'DONNELL: Q. The answer is No? 

A. The snswer is No, Mr. O'Donnell. 

MR SPENCE: Q, Ignoring for the moment the language 
in which this Second paragraph on page 30 is couched, I would 
like you to give me your opinion as 5 lawyer upon this 
problem. Supposing you were consulted by a client who was 
in the contracting business, and this client had made s con- 
tract with the City of Edmonton to lay 9 one-lane pavement 
On a street that we will call Main Street, and the considers- 
tion in the contract was say $100,000, and the City had passed 
@ by-law ratifying that contract, and then after the con- 
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tractor had started to work the City representatives came 
to him and said, "on, now, we have passed a new by-law, 
under which for the same consideration of $100,000 you 
must build a two-lane instead of s one-lane highway on 
Main Street, and you will also have to pave all the cross 
streets running scross Che’ sity tac now, would you as a 
lawyer advise that client that he was bound by his con- 
tract to do that extrs work? 

A. Well, your question answers itself, Mr. Spence, 

Q. What is your answer, then? 

THE CHAIRMAN: Well, we will adjourn now, Mr, 

Spence, 


---The Commission adjourned st 1:00 p.m., to meet again 
at 2:45 p.m. 
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Ottawa, March 30,1950 


AFTERNOON SESSION 
a an eine nt ES het 


THE CHAIRMAN Mr, Spence, are you through with 
your a dete eles 

MR. SPENCE: Yes, I have no further questions, my 
Lorn, 

THE CHAIRMAN: Now do we proceed with argument? 

MR. FRAWLEY: My lord, yesterday I said I would 
make a statement with regard to that controversial Question 
of 1897 rates versus 1950 rates, and I was, and am, pre- 
pared to do that. My friend, Mr, Sinclair, is agreeable 
that he should proceed with his argument and I would not 
stop to interrupt his argument. I will say what TI have 
to say on that question in the course of my argument. 

MR. SINCLAIR: I will say what I have in answer 
to it in reply. 

MR. O'DONNELL: Just before Mr, Sinclair starts I 
would like to make two corrections in the transcript. 
On page 19527 of yesterday's volume, No. 106, 5 times 
185,000 makes 925,000 instead of 758,000-as is set out 
there. On page 19536 the word "your" at the end of the 
Second line should be replaced by the word "the" -- "the 


demands....!' 


ARGUMENT BY MR, SINCLAIR . 

MR. SINCLAIR: May it please the Commission, I 
have been given the honour end responsibility of first 
&addressing you on one of the most important matters 
before your Commission. 

The subject of so-called Crow's Nest rates has 
& number of facets and Mr. Spence and I have divided the 
boints which we wish to discuss. Broadly, the division 
will be that, with your permission, Mr. Spence will deal 
With the question of just and reasonable grain rates under 
established rate=making principles; the effect on the rate 
Structure of having one segment of it rigidly fixed by 


Statute, especially when that Segment Covers approximately 


= 7 i ‘ - f 


’ q y , ee m ey cht | af? 4 M 
Bat | "bee ae gona 1a ee a i Bik Tae acd } 


PRG os Mor aaaie Rooter ta ’ 


<8 

= 

= 
‘s 


=) : ae ene ne Nome oe oe ras a ek. tinea pe at 

Al 2 ie oP ay, Rin 
p a 2) 2 | ie ; ty Sptighe, ab 
ey rans Hie ome ewORege yo eT awed 

les Da art sc eS 

4 | | Sno tg entmexe nHO8 
ean ; : \ ali, outa” ie aie an 
Be BAB Meogp Sadia) on eyed F ,ev sHOHRIA AM” 


i ‘jyomune ddiw hgesoguy sy Bb wom tHAMALTARO FAT 
y . 7 ve was 1 U ' be Pare = ? oF —") ’ Lal r ‘ \ ; 4 = ae : 
BLOM 2 @ LG feo os oe 3 6 3 ae, ms jeer ne 


ow coiieern Leteavevroutqee datt of, St gaat Asay Apomoy ads 8 aplenty 
| rien heat L Se ee Ge 2 oe Oke’ Ca by ‘ ‘ 7 


- oy ; ‘ o bape Pe ‘ hy y - oo P co e ¥ =i 
on ent fa bos ,aee TL, bqe Geter GORE ghewey ner ert Tees 19 ; 


~ ‘ * sé * 
- z ¥ wp PR vq ye a oh + Y oa 
gt 42a foe he a .hetee Te tons ob OF Dateq 


Be is Pa : i ma ys 1 


“i Bae Ps & fren = 
| ware tr) i " fag Es t “ys ree € te D ae 0 ap 3 ¢ be 3. AP one 
es be ‘ ao My es 7 
aa : 
‘ = bd g's wy oe rem ? 
<1 sade yee FLbe > .tenggieene eld tqeternl 
5 } He Cle é, . Aa é 
<j ah | tu on ‘ vo <ae-n 
fr J ee aor ‘ prt oS pt A ve ne fy t 2} a Ia a OED sh Bis ffO uae On 
7 hae Ao) ages ek ae co ani “es a 
7 ‘ 
rj ‘ biz " . — « roa td 
i SREATS) TF ty tate yae {fie | TAEAGORTS 4A 
F ¢ va w ers 5 by, é « 
i 


ae saat ; cuted’ (cikeliga ee Rebtel are . ye Teer ver nl ¥) 

{ es ¥ Ort . 5 Gus fue td Cae ee ie hid 4 ws Sahat mf eh ad Seah 4 ik { ihe uM 
c ¥ Bey A at hee re nf aoe Xt En . et : aoe 
pia 
- fey 2 9°y OF vere ree " dah at Se LUT oF a t 
it bey f i ee tri) te hs, Se eae ied beak pa cull ¥ Det 
fy | ; Se ay ‘ 
‘ 

“ ' ree > o  Cenie? 
f ; ny 4 ~htr a : eRe - we, ee i? dea . { 
ts * » 
a 7 
es 
; : } Ae r ' 
ws 7 4g heeded? GOG(eSe eeaten 
ae cry z Ore B 
fs ’ 
’ 
4 4 ; ce » * iI { 

i ‘ DY x 4 jE tat . he a s1A 
: ' ne 18 ' hae se 7 cohatil, imc 
¢ 


pane th 


see 


bo) 4 Lhe a Fit 
2.0 ah - -_ 
PMiynee has sonod et wey ie Heed) eva 
Cry Jgom edt 22 eg HO oY Bris 
+AQieeipmac @ x 


a leecoaaen rae am, 89, Aptszeap, aig 488 A 


1 en ragSatag tEa5 ap dearest haste Lapa ba, 
2.8 06 se398 aad ante x east | 


ava Sip emiie: aoe oat pene: : 
| sii toate it 


» — on Adal 


= 19746 - Mr.Sinclair 


One-third of the Canadian Pecific Railway's . “traffic in 
Western Canada. Generally Speaking, I intend to deal with 
the historical and economic aspects of the matter of rates 
on the Crow's Nest level. 

Even @ cursory examination of the history of the 
so-called Crow's Nest rates discloses one salient fact; 
the reluctance of Prairie interests to have an inquiry into, 
and discussion of, these rates on the merits, removed from 
pressures which tend to cloud the true effect of this un= 
duly low segment of rate structure. 

I think it is worthy of note that, when the 
Provinces requested that your Commission be constituted, 
they attempted to restrict the activities of your Commission 
SO that you would "not be empowered to make any inquiry or 
recommendation which would derogate from the prescriptions 
contained in the provision to subsection 5 of Section 325 
of the Railway Act. " What I have just said is a quo- 
tation from paragraph 2 of the Memorandum of the Provinces 
Submitted to the government and which em part, Sey. 
out at page 8384 of the transcript. 

The Dominion Government, however, did not accede 
to the demand of the Provinces and for, I say, good and 
compelling reasons, because it is obvious that the Governe 
ment recognized rates at the Crow's Nest level were 
& problem on which they would have considerable airri sul ty 
Securing all the facts end having 2 judicial ingquir* 
into the situation in Perliament, or ina Parliamentary 
Committee. 

As a result, therefore, the Canadian Pacific 
has been given the opportunity to present evidence to you 
On this important issue and ask for a recommendation that 
the proviso to subsection 5, Section 325, and subsection 


6, Section 325 of the Railway Act be deleted and grain rates 
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placed under the Jurisdiction of the Board of Transport 
Commissioners. Ag your lordship, stated: 
at page 11074 that is in volume 58 of the transcript: 

"There is no question" ---~ 
I am quoting now -~ 

"m--about our powers; indeed I may say it is 

our duty to inquire into the question of this 

particular statute." 

Now, the Canadian Pacific submissions On this 
matter of Crow's Nest rate level will be found at pages 
PG Oo oF Part Tt oP our Submission, which 1s Exhibit 
139-A; and also in the graphs, maps and tables to be found 
at pages 89 to 116 of the Appendix to Part I of the 
Cenadian Pacific Submission, which is Exhibit 139-B, 

I have put that on the record because I think 
Our evidence is clear, It has made out, I submit, ‘a 
powerful case. TIT may not be able to do it complete 
Justice, but I know that your Lordship and your colleagues 
Will give it the careful consideration that I know, and 
I think, it deserves, 

In support of the written Statement of the 
Company, Mr. Jefferson appeared before you and gave evieg 
dence on this issue, His direct testimony will be found 
commencing at page 15110 in Volume 74 ana continuing 
through to page 15284 in Volume 75 and also at pages 
15321 to 15324 in Volume 76. The Canadian Pacific deems 
itself extremely fortunate to have available to it an 
officer of the experience and ability of Mr. Jefferson, Mr, 
Jefferson's knowledge and Judgment of freight rate matters 
is second to none. Even Mr.Frawley would be in agreement 
With me on that Statement, and an AMerican witness 
Cxpressed it rather cryptically when, before your Commission, 


he referred to Mr. Jefferson and said: "He is the daddy 
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“OL them ali on Treignt Pates". To 'an sure you will give 
his evidence careful consideration and due weight. 

The Canadian Pacific also called in support of 
its submissions Mr, P.C.Armstrong, the Economic Consultant 
of the Company. Mr. Armstrong's direct testimony will 
be found commencing at page 18037 of Volume 95, through 
to page 18248 of Volume o's Mr. Armstrong has devoted 
many years to an intensive Study of grain marketing and 
to the position of Srain in the Western Canadian economy, 
That he is an‘ authority son the Subject and entitled to 
the greatest Tespect, cannot be denied. Certainly every= 
One will agree that Mr, Armstrong has a deep and abiding 
interest and faith in Western Canada and the Western 
Canadian farmer. His evidence, TI Submit, is helpful in 


understanding what is, without doubt, a complex Question, 
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Why was ther a Crow! Nest Pass Agreement? 
The Provinces would like you to beliove,and also some other 
Western interests, that it came into being as a part of 
the national policy on agriculture. I submit there is no 
real evidence in the record to Support such a contention. 
The Canadian Pacific Railway by its charter has power to 
build branch lines from its main line, and before the 1897 
agreement was executed the Company had commenced - 
construction of the Crow's Nest line. No special act was 
required by Canadian Pacific to build a line through the 
Crow's Nest Pass. There is a Special statute in regard to 
the Crow's Nest line, however, and this is because there 
were Special terms imposed on account of a bargain the 
Company felt it was necessary to enter into at the time. 
The Agreement of 1897 resulted in the Crow's 


Nest line being built earlier than it otherwise would 


have been. The Company, however, would have built it as 


soon as it had funds available to finance construction. 
This point is admitted in the Prairie Provinces ' brief 
on the Crow's Nest in volume 104 of the transcript at 
page 19190. Thereis a Crow's Nest Pass Agreement because 
Canadian Pacific, on account of its arduous struggle in 
building the Canadian Pacific Railway | and opening up 
the West for settlement, was without sufficient financial 
resources readily available to it in 1897 to complete the 
building of the line which it had previously commenced. 
The Dominion Government granted the Company a 
cash subsidy of $3,400,000 odd.In return for this they 
drove a hard bargain. How hard a bargain it was has been 
amply demonstrated down through the years. Nevertheless, 
Canadian Pacific entered into a contract --- 


THE CHAIRMAN: I wonder if you can tell us now, 
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Mr. Sinclair, whether Canadian Pacific interests at 
that time Said that it was a hard bargain? 
MR SINCLAIR: No. 

THE CHAIRMAN: You are Judging it now by look- 
in back? 

MR SINCLAIR: Yes; I do not .think that the 
Government fully realized they were driving a hard 
bargain either. 

THE CHAIRMAN: You mean that it has turned out 
to be a hard bargain. 

MR SINCLAIR: That is right. As I say,nevorm 
theless Canadian Pacific entered into ,a contract. They 
built a line of railway and are still prepared to 
carry out the other terms of the agreement in accordance 
with their true interpretation. I wish to emphasize that 
the Canadian Pacific is prepared to carry out its con- 
tract of 1897. I think that nothing Could bé& made clearer 
than that. 

THE CHAIRMAN: Do you mean that if the terms of 
the contract such as they were in 1897 could be re-instat- 
ed that they would be prepared to-ctarry on on that basis? 

MR SINCLAIR: Yes, we are prepared to carry out 
our contract. If the other party to the contract feels 
that it should not be carried out and something else should 
be done then, of course, that is a matter for the two 
parties to get together on, but we, the Canadian Pacific, 
have always been and are today prepared to carry out this 
contract just as we are prepared to carry out any other 
contract that = have entered into. 

THE CHAIRMAN: Is reversal of the original 


contract physically possible today? 
MR SINCLAIR: With all the chaos and --- 


= i67e4 2 Mr. Sinclair. 


THE CHAIRMAN: lIwould not call it chaos. 

MR SINCLAIR: [I adopt a word that has been used 
elsewhere, and the ill-effects that such a thing would 
bring about. I think ‘t could be re-instated and carried 
out. 

THE CHAIRMAN: You think it ould be reinstated? 

MR MacPHERSON: Could be? 

MR SINCLAIR: Could be. It would have, as I say, 
a tremendous and deleterious effect on the Canad: n economy. 

COMMSSSIONER ANGUS: What would its impact be on 
Other rates? 

MR SINCLAIR: Cashwise do you mean, Commissioner 
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COMMISSIONER ANGUS: [I mean, would other 
rates have to be increased above their level? 
MR. SINCLAIR: Well, you see, I would think 


that you would have to make quite a study to see how 


much traffic would move. I could not answer that question. 


I have not made a Study; I do not know who has. 

COMMISSIONER ANGUS: Now, put it in a form 
in which it can be answered, [If you were taken up on 
your offer and you did carry out the bargain in those 
terms - - 

MR. SINCLAIR: Yes? 

COMMISSIONER ANGUS: And you found that 
the effect on your revenues was adverse, would you 


consider that you were entitled to go to the Board and 


ask that the adverse effect on oe eee should be 
Rompersated for by increasing other rates? 

MR. SINCLAIR: I would say, Commissioner 
Angus, that we would go to the Government, the other 
party to the contract, and we would Say to them:- 
"Here is the result of this contract”: and I think we 
would be told that they could not do anything about it. 
Then e would be faced with the proposition that you 
put forward, and that is, the company has another 
large contract that requires it to maintain and 
operate its railway efficiently forever, and that 16 
set outin its latest pact. I think we would be bound 
to go to the Board and say to the BOard:- "Here ig 
Our undertaking to Canada, here is what we must carry 
out. We must have rates to enable us to do it." That 


would be my answer, sir. 
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Now, we have heard something about the 
bencfits received by the Canadian Pacifie Other than 
the cash grant, in connection with the building of this 
line in Southern British Columbia. In 1897 and for 
many years thereafter these assets were looked upon as 
a high risk gamble. 

THE CHAIRMAN: What asscts are you talking 
about? 

MR. SINCLAIR: Oh, assets we purchased in 
Southern British Columbia. 

THE CHAIRMAN: You mean mineral assets? 

MR. SINCLAIR: Mineral assets, yes, and others, 
land. I say those were then considered and for many 
years after were considered, as a high risk gamble, 
and the Company took that on faith. I say they are 
irrelevant to this issue. I don't intend to weary 
you - - 

THE CHAIRMAN: But would you tell us then 
what benefits you Say did accrue to the Company out 
of the contract? 

MR. SINCLAIR: Out of the eontract? 

THE CHAIRMAN: Well, you Say you had these 
mineral acquirements which you say were then of very 
doubtful value. 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: And should not be considered. 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: What would you consider - - 

MR. SINCLAIR: That the Company received? 

THE CHAIRMAN: Yes. 

MR. SINCLAIR: I suggest the Company received 
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THE CHAIRMAN: In the first place, of course, 
you received the money. 

MR. SINCLAIR: 3.4 million. 

THE CHAIRMAN: Yes, but apart from that. 

MR. SINCLAIR: Apart from that? 

THE CHAIRMAN: Tell me, for instance, what 
do you think of this territorial railroad monopoly 
which you secured in that part of Canada, that we have 
heard a lot about as we have been going along? 

MR. SINCLAIR: I Say today, and indeed since 
1888, the Canadian Pacific was not protected by having 
a monopoly of any area of Canada. Today Mr. Frawley's 
railroad can build into Southern British Columbia, if 
he can finance it and if he has the money. 

MR. FRAWLEY: Not in Southern Alberta though. 

MR. SINCLAIR: And in Southern Alberta. 

THE CHAIRMAN: What railway are you talking 
about there when Mr. Frawley said - - 

MR. SINCLAIR: The XY Railway. We have 
heard a lot of terms used about a monopoly - - 

THE CHAIRMAN: Do you think it would be 
worthwhile for another railway to go into your territory? 

MR. SINCLAIR: I don't know. 

THE CHAIRMAN: Of course, physically they 
pow oe At: 

MR. SINCLAIR: That is what I say. 

MR. FRAWLEY: I am sorry to interrupt my 
lord, but my friend has mentioned my name and asked 
about my railway. The reason Mr. Sinclair does not 
like it is because they can be reduced, like the Great 


Northern out of Lethbridge. That is the sort of practical 
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thing I talked about. 

MR. SINCLAIR: TI hope, Mr. Chairman, that 
I am not going to have to be turning to answer Mr. 
Frawley in delivering this argument. He will have all 
kinds of opportunity to answer me. 

MR. FRAWLEY: Now, my friend invited that, 
my lord. We could not leave that as "Mr. Frawley's XY 
Railway" in fairness. 

THE CHAIRMAN: I think we were told there 
was some sort of secret non-interruption covenant 
entered into by counsel. 

MR. FRAWLEY: I want to observe that. 

MR. SINCLAIR: What he means is, he wants 
te try. 

THE CHAIRMAN: You see, we have been told 
as we go along from time to time that the C.P.R. acquired 
a monopoly of all that territory by going in there. 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: Now, it may be all PLenE 
for you to say today: "Let others come along if they 
want to", 

MR. SINCLAIR: They could have in 1897. 

THE CHAIRMAN: Of course they could have, but 
they didn't as a matter of fact. What I want to know 
presently is, what have you to Say in answer to that 
claim of a monopoly having been conferred upon -- - 

MR. SINCLAIR: I say it is ill-founded. 

THE CHAIRMAN: It is ill-founded? You 
are there alone ever since, aren't you? 

MR. SINCLAIR: Yes, that merely proves 


We give very efficient service. 
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COMMISSIONER ANGUS: Do you mean really 
that you were first in a field that nobody else 
chose to enter? 

MR. SINCLAIR: Quite SO, most important for 
the railroad to go up to Nclson. 

THE CHAIRMAN: Whom would you say you put 
out of the field by going in? 

MR. SINCLAIR: I think that the Nelson and 
Port Shepard, the Great Northern, those were railways 
that were not prepared to fight with Canadian PaciYiec. 

THE CHAIRMAN: You ousted them by going in? 

MR. SINCLAIR: Yes, they could not stand 
the efficient service we were providing. 

THE CHAIRMAN: Well, we will let you say 
that. We will take it for granted. That is ali you 
have to say on that particular subject? 

MR. SINCLAIR: Yes. I did not intend to 
weary you dealing with some of the statements that have 
been made. 

THE CHAIRMAN: You won't weary uy Mr. Sinclair. 

MR. SINCLAIR: Well, it would take a long 
time to answer them all, and I am not going to try and 
take them all and refute them by historical facts. One 
thing I do want to emphasize is this, that the Government 
of Canada and the Canadian Pacific entered into a contract, 
but the lands in connection with the railway in Southern 
British Columbia were not granted by Canada but by 
British Columbia, and Canada secured through the 
contract out of the lands the Company received through 
British Columbia, 50,000 acres of this coal-bearing 


land that was so vividly described in some of the Submissions 
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and statements made to your Commission. 

It is not without Significance, I say, that 
the voice of British Columbia is not raised here before 
you against the repeal of Section 325 .(5) andy (Gyr e" x 
Submit that British Columbia recognizes the harmful 
effect of having other traffic bear the burden which 
arises through the railway's inability to raise the 
so-called Crow's Nest Rates to a just and reasonable 
level. British Columbia in its submission to the 
Commission, Volume 13 page 2353 puts the point this way:- 

"Lastly, where in the national interest 

it is necessary to Subsidize an industry, 
this should be done by some means other 
than through adjustments in freight rates. 
Imiour opinion itis unsound and unfair 

to require one Sroup of shippers to sub- 
Sidize another group as prevails under the 
present rate structure." 

THE CHAIRMAN: Was any extensive evidence 
given in relation to that statement? 

MR. SINCLAIR: Extensive evidence, no. 

THE CHAIRMAN: I mean, was it explained what 
was meant by it? 

MR. SINCLAIR: I suppose -- Mr. Brazier is 
not here, but - - 

THE CHAIRMAN: I know, but if there is any- 
thing on the record that you know of and can point to - - 

MR. SINCLAIR: No. 

THE CHAIRMAN: Just the statement itself? 

MR. SINCLAIR: This statement to the Commission. 


THE CHAIRMAN: Yes, I know. 
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MR. SINCLAIR: And put forward by the Govern- 
ment of British Columbia to you. 

THE CHAIRMAN; Quite, but it is in general 
terms, you see. It does not make reference to anything 
in particular. 

MR. SINCLAIR: I think the inference is very 
cléar. 

THE CHAIRMAN: That is the one you draw and 
ask us to draw. 

MR. SINCLAIR: And ask you to draw, my lord. 
Now, I do not submit to you that the present fixed rates 
on grain have no connection with the Crow's Nest Pass 
Agreement. They have. That is clear from the reading 
of the Statute. But I do say (and I don't wish to be 
disrespectful to those who have said otherwise) that 
that is an untenable position to Say that the so-called 


Crow's Nest rates, as operative toda are contractual 
; Ys; 


rates. The Agreement of 1897, on its true interpretation, 


provided for specificd rates for grain and flour to 
Fort William, but now the low level of those rates 
through Statute are not only applicable to Fort William 
but also to export movements to British Columbia Pacific 
coast ports. 

THE CHAIRMAN: You say through Statute? 

MR. SINCLAIR: Yes, and Statute alone. The 
Crow's Nest rates under the Agreement - - 

THE CHAIRMAN: Just pardon me, is that a 
matter of fact that it was through Statute alone? 

MR. SINCLAIR: JI will explain how it happened 
a little later if I might, my lord. I can deal with it 


now, but I do come to it. 
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THE CHAIRMAN: All right, in your own time. 

MR. SINCLAIR: Thank you, my lord. The Crow's 
Nest rates under the Agreement of 1897 were applicable 
only to shipping points then in existence on existing 
lines of the C2nadian Pacific Railway. The result of 
this fact is strikingly demonstrated in Exhibit 158 
filed by Mr. Jefferson. Today the Crow's Nest level 
of rates, as imposed by Statute, are applicable on all 
lines of railway, Canadian Pacific, Canadian National, 
and Northern Alberta Railways, castbound and westbound. 
This has resulted in increasing the mileage to which 
the rates are applicable by 19,928 miles or a percentage 
increase of 537%. There is a percentage increase for 
you, gentlemen! 

Under the Agreement of 1897 the Canadian 


Pacific was obligated to move certain commodities from 


eastern to western Canada at reduced rates. The reductions 


in those rates are no longer Bop la en nien Much was 
made of this point by Mr. MacPherson in his cross- 
examination of Mr. Jefferson. However, it must be 
remembered that such reduced commodity rates would only 
apply from points on lines of the Canadian Pacific in 
western Canada in existence in 1897. Moreover, as you 
will recall, Mr. Jefferson's evidence was that some 
of the commodities were not now moving from east to 
west. In the case of other commodities the movement 
was very small and on these the movement was substantial. 
I submit that this lost - - 

THE CHAIRMAN: What would you say of the 
present movement of farm implements as compared with 


what it used to be? 
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MR. SINCLAIR: I would Say that likely has 
increased. 

THE CHAIRMAN: Has increased? 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: With the population. 

MR. SINCLAIR: How the rates compared with 
10% reduction from the rate then, I haven't got figures 
or anything like that, my lord. TI heard some questions 
this morning and I could not answer them. 

THE CHAIRMAN: No, I did not ask you that, 
the volume of shipments. 

MR. SINCLAIR: I would say they had increased. 
That is one that is substantial: I submit, however, 
that the western freight buyers, that the loss they 
may have suffered through this no longer being applicable 
is minor and has been minor, certainly compared to 
the onerous obligation placed on the railways by the 
tremendous extension of the grain rates under the 


Statute. 


(Page 19760 follows) 
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We did not ask for 5 new agreement with the Government. 
We had an agreement, and we sre prepared to stand by it, 
and we put tariffs into effect in eccordance with its 
terms, and they did not become effective through Acts of 
Perliament. I will deal more fully with that later, 

Why did the Government find it necessary to 
terminate the rate provisions of the 1897 agreement? The 
enswer, I submit, is Simple and clear, As Canada developed 
and additional railway lines were built end new Shipping 
points opened, the agreement became unworkable. How 
unworkable it became igs Clearly demonstrated by Commissioner 
Boyce in the Board's judgment in Re Crow's Nest Rates, 
1924, 29 C.R.c, 238, at pages 276 ana following, 

THE CHAIRMAN: Is that the one that went to the 
Supreme Court? 

MR SINCLAIR: Yes, 

THE CHAIRMAN: ‘Where they quoted Commissioner 
Boyce? 

MR SINCLAIR: Yes. I will give you the quotation 
of the Supreme Court, my lord, 

Commissioner Boyce described the result of apply- 
ing the rate provisions of the 1897 agreement as chaotic, 
and his description of the Situation was adopted by Chief 
Justice -nglin in delivering the judgment of the majority 
(Mr. Justice Idington dissenting) on questions as to the 
true interpretation of the 1897 agreement. These questions 
had been referred to the Supreme Court of Canada by the 
Boerd of Transport Commissioners. The remarks of Chief 
Justice Anglin, which I submit ere very much in point, will 
be found in 1925 Supreme Court Reports at page 174, 

THE CHAIRMAN: Well, you have pert of it at least 


in this brief somewhere. 


MR SINCLAIR: Yes, my lord. You Will find in our 
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Submission--- 

THE CHAIRMAN: Page 186, 

MR SINCLAIR; Yes, 

He said there, and we quoted him to this effect: 

"If under the existing law, unreasonable rates 

must be imposed or unfair discrimination Senctioned 

with the resulting chaos and other ill effects go 
graphically portrayed in the Opinion of Mr, Commissioner 
Boyce, the remedy lies with the high court of Parlia- 
ment," 

THE CHAIRMAN: Now, do you think, reading the 
whole of that Judgment, that Chief Justice Anglin adopted 
Commissioner Boyce's view? Did he not precede it 98ll with 
Sis ae agg 

MR SINCLAIR: Oh, yes, 

THE CHAIRMAN: "If such is the case," 

MR SINCLAIR: Yes.. I Say that what he was saying 
is, "Here igs the Board of Transport Commissioners, skilleg 
men in matters of rates, I have not Sot all the tremendous 
body of evidence and fact that Mr, Commissioner Boyce had, 
but I am prepared to accept what he Says. If what he Says 
is true, I am not going to come to the same result as he 
did or the same result as the Bosrd did; I am going to come 
maybe to a different result, but I am not going to say that 
he is wrong in any way in his description of the Situation," 

THE CHAIRMAN: He Said, "You had better ZO to 
Parliament sbout it." 

MR SINCLAIR: All right, "Iam prepared to accept 
that Statement, 

THE CHAIRMAN: If you wish to make sny res point 
there, it seems to me you would have to show just what Mr, 
Commissioner Boyce said and what evidence he hsd to rely on 


when he Said it. Isn't that so? 
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MR SINCLAIR: Well, my lord, I say that thet--- 

THE CHAIRMAN: Because ell thet the Chief Justice 
knew about it was whet wes in thet judgment, 

MR SINCLAIR: Yes, thet is right, 

THE CHAIRMAN: He does precede his Statement with 
an "32" +. “Te this is so, then go to Parliament." 

MR SINCLAIR: That ig right. He did not say, "Go 
to Parliament." He Seid, "The remedy lies with"--_- 

THE CHAIRMAN: tf Parliament is presently in 
session, whatever remedy, if any, it may in its discretion 
consider necessary or desirable cen be speedily afforded, 

MR SINCLAIR: That is right, that is right, 

THE CHAIRMAN: Then Somebody went to Parliament 
with the case right efter that. 

MR SINCLAIR: Yes, I do not say anybody went, 

THE CHAIRMAN: Well, Parliament acted. 

MR SINCLAIR: P-orlisment acted. 

THE CHAIRMAN: But Parliament did not remedy any 
Condition that Commissioner Boyce had described, 

MR SINCLAIR: hey aia not? 

THE CHAIRMAN: ha yricncas the condition that Ccom- 
missioner Boyce had described, to your liking. 

MR SINCLAIR: Weld, I say they remedied one situa- 
tion, 

THE CHAIRMAN: Wheat is that? 

MR SINCLAIR: Thot they prevented discrimination, 
One place with enother, They enabled e rate structure to be 
eépplied with equality to all except the railway. 

THE CHAIRMAN: You would Sey, I suppose, they 
added to your Obligations, 

MR SINCLAIR: Yes, but what I am saying is, they 
did remedy the situation Commissioner Boyce describes; but 


it is the way they did it, 
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THE CHAIRMAN: fe¢,. i gee, 

MR SINCLAIR: Now, I say Parliament took action 
So that the teriffs.-- 

THE CHAIRMAN: Did that action grant you any 
PeVier? 

MR SINCLAIR: fT Say no, I Say that they put upon 
the Canadian Pacific an obligation, 3 tremendous obligation, 
How grest an obligation I Say they did not even realize 
when they were putting it on, 

THE CHAIRMAN: That is to say, here you quote 
Commissioner Boyce ag describing a state of affairs which 
I thought you intended to Say was unjust to the railway. 

MR SINCLAIR: Wag UNJUST to the railway? 

THE CHAIRMAN: To the railway, 

MR SINCLAIR: Well, of course, Commissioner Boyce 
was Saying how it affected the commerce of the land, 

THE CHAIRMAN: Tf beg your pardon? 

MR SINCLAIR: How it affected the commerce of the 
land, 

THE CHAIRMAN: Yes -~- chaotic, You only mean that; 
you do not mean thst he was pointing out thet the railway 
Was suffering some injustice? 

MR SINCLAIR: My lord, that issue T do not think 
was before him, 

THE CHAIRMAN: I See; all right. He was Just point- 
ing out that there was this difference in rates, for instance, 
between rates on the ola lines of the railway in existence in 
1897 and those on the newer lines built since, 

MR SINCLAIR: And not only that, my lord, but on 
Shipping points in existence, applicable only to shipping 
points in exigtence in 1897, even though the new ones were 
On lines that were in existence. 


THE, CHAIRMAN: That is to Say, the rates were 
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different, snd that must have left s lot of confusion and 
complaint, of course, , : 

MR SINCLAIR: And ili effect, 

THE CHAIRMAN: And ill effect, yes; and then Par- 
liament acted by bringing 911 those rates down to the level 
of the Crow's Nest rates. 

MR SINCLAIR: What it dig wes, it wiped out the 
reduction on the westbound traffic, made the Crow's Nest 
Pass rates applicable to all railways from all shipping 
points, and gave the Board of Transport Commissioners power 
to use that level of rates a8 a measure in considering 
unjust discrimination. That is the point. 

THE CHAIRMAN: That in effect was a lowering of 
raves, was. it. not? 

MR SINCLAIR: A lowering? 

THE CHAIRMAN: A lowering of rates that Parliament 
effected by doing that? 

MR SINCLAIR: Oh, no, 

THE CHAIRMAN: Did they increase eny rates by 
doing it? 

MR SINCLAIR: Yes, the westbound rates. The re- 
duction--- 

THE CHAIRMAN: Yeo. J. Mnow that. They relieved 
you from that obligation. I am talking now of the east- 
bound rates, 

MR SINCLAIR: The grain rates? 

THE CHAIRMAN: Yes, 

MR SINCLAIR: Was that @ reduction? 

THE CHAIRMAN: Yes, It was 3 reduction, it was 
not an increase, 

MR SINCLAIR: Yes, it was a reduction in this 
Sense, and I will explain how this judgment worked Out, if 


Iomay. It worked out in 9 number of ways. There was 3s 
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reduction, for instance, on the grain rate, Vencouver end 
Pacific Coast ports for export, 

THE CHAIRMAN: You had better SO on in your own 
Ways OD did not understand that you intended to do that, 

MR SINCLAIR: Oh, yes. 

THE CHAIRMAN: But you will answer what I have in 
mind as you go along? 

MR SINCLAIR: I trust I will, my lord, 

The Conadian Pacific had filed tariffs in connec- 
tion with the rates thet the Bosrd were considering in the 
1924 case, and those were filed in accordance with the 
terms of the Crow's Nest Pass agreement of 1897 according 
to its true interpretation in the eyes of the Canadien 
Pacific, and their contention was upheld by the Supreme 
Court finally. Now, those ill effects I Say were there, 
and Parliament took ection; casrr Soy. 

Undoubtedly Parliament had power to alter the 
terms of the 1897 agreement -- there is no doubt sbout that 
-- but here is the point I wish to hohe Stress with all 
the power I can, that by doing so Parliament without the 
consent of the Canadian Pacific brought sbout 3 result, and 
that result was that we no longer had, in so far 8s grain 
rates were concerned, an agreement, but a statutory 
direction. It.is true, of course--- 

THE CHAIRMAN: ‘That ls the statutory direction 
Which is found in Subsection 5 of section 325s-thet.is the 
One you sre referring to? 

MR SINCLAIR: And 6. Tt is true, of course, that 
in establishing Statutory rates orn grain, Parliament dia 
adopt as the measure of such rates the level set forth in 
the 1897 agreement, and I submit thiat that is the reason 
you find the language in thet section 325(5) end (6) in the 


way it is set out. 
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In desling with the legislation of LO25..) Dao not 
wish to overlook Subsection 6 of Section 325, I Submit the 
result of that Subsection is to Sive the Board of Transport 
Commissioners power to use the Crow's Nest level of rates as 
comperable rates in dealing with Cherges of unjust discrim- 
ination under the Railway Act, ana that Was necessary in 
View of the earlier part of Subsection 5 of Section 325, 
which said that there should be Just and reasonable retes 
irrespective of any agreements, tf it were not for sub- 
Section 6, the Crow's Nest level of rates, which were made 
applicable to Fort William as Statutory rates, could not be 


looked to as the measure oF the reasonableness of rates such 


ports for export. As 3 result of subsection 6 and on 
complaints from British Columbia, the Boerd found thet Lt 
would be unjust discrimination For the railways not to pub- 
lish the same level of rates to Pacific Coast ports on grain 
moving there for export as existed on grain moving to Fort 
William. 

THE CHAIRMAN: Did they find it unjust discrimine- 
tion? 

MR SINCLAIR: Yes. 

Now, I say further that the Board has power to 
Order the Crow's Nest level of rates on domestic movements 
from the prairies to British Columbia, and the Board has con- 
Sidered that issue in the Surrey case, but it held that there 
Wes no justification for applying that very low level to 5 
domestic rate, 

THE CHAIRMAN: Mr, Sinclair, do you see any connec- 
tion between that Subsection 6 of section 325, which desls 
with unjust discrimination -- the marginal note says go -- 
end section 3149 


MR SINCLAIR: Do I see any connection, my lord? 
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THE CHAIRMAN: Yes, between the twa sections, 
Just at a first reading, without having considered the 
matter at sll, I should Adve thought thet where those 
words are found in subsection 6, that the Board shall not 
excuse any charge of unjust discrimination or undue or 
unreasonable preference, that would bring into considera- 
tion what is provided in section 314, 

MR SINCLAIR: Well, the anSWer, My lord, 18 thie, 
at Le nay—-. 

THE CHAIRMAN: Was that argued to the--- 

MR SINCLAIR: That is a point that is often 
argued, has been deslt with by the Board, and TI think it 
is conclusively answered, if I may say So, this wey: If 9 
rate is a Statutory rate, then the Board under the Act 
cannot use it as the measure to determine whether snother 
rate that would otherwise be comparable is or is not dis- 
criminatory, and so therefore section 314 would have 
availed the complainants from British Columbia, when dealing 
with the export movements of grain from Pacific Coast ports 
for export, would: have evailed them nothing, if it had not 
been for the balance of Section 325 that we are dealing with 
now. 

THE CHAIRMAN: You mean subsection 6? 

MR SINCLAIR: Yes, 

THE CHAIRMAN: Then you mean Subsection 6 extended 
the meaning of unjust discrimination and undue preference 
beyond that conveyed by section 314, 

MR SINCLAIR: All it did, my lord--- 

THE CHAIRMAN: It is very important, you see, 

MR SINCLAIR: I reslize thet, end this ig my 
view: All it did was te sayy, you cannot use the fact that 
this is 3 statutory rate, a Statutory level, to say, we 


don't have to apply it any further then the statute itself 
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says. 

THE CHAIRMAN: When? In what case? We get back 
to the originsl question I put. Does it mean in cases 
which the Board is considering under section 314 and its 
various subsections, or do you mean apart from thst, some 
new provision intended to be created by subsection 6? 

MR SINCLAIR: No, I do not mean any new provision, 
All I say is, then it made available--- 

THE CHAIRMAN: Then you come back to this original 


question which has been bothering me since the very beginning 


of the inquiry -- the description of the lines to which 
section 314 applies -- traffic passing over the seme line 
or route, 


MR SINCLAIR: Yes, 

THE CHAIRMAN: Now, in this case ~ the traffic 
to the Pacific goes westward, 

MR SINCLAIR: Yes, 

THE CHAIRMAN: And the other traffic provided 
for by the agreement goes eastward. Can you say they ore 
passing over the same line or route? 

MR SINCLAIR: Well, I woulda Say that the reason 
why the rates were extended to export movements through 
Pacific Coast ports does not depend on subsection 1 of 
Section 314, but rather on subsection 4, which provides no 
toll shall be charged which unjustly discriminates between 
different locslities, 

THE CHAIRMAN: Well, I would like to consider that 
further. It seems to me that section 314 is governed quite 
entirely by the some line or route of railway. 

MR SINCLAIR: Well, my submission is that sub- 
Section 4 would give the answer. 

THE CHAIRMAN: Would it not be easier for Parliia- 


ment if it intended to do what you say wes the ultimate 
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result of its action, instesd of putting in subsection 6, 
merely to have said that these rates shall apply westward 
8S well es eastward? 

MR SINCLAIR: WELL" my dord-aa 

THE CHAIRMAN: Anyhow, that was not done, 

MR SINCLAIR: I think my answer to that, my lord, 
is this, es has been ssid by the learned Low Lords of the 
Judicial Committee on more than one occasion: We ere 
Sometimes 9 little prone to give the draftsman of 3 Statute 

credit for more insight than he deserves, 

May I proceed, my lord? 

THE CHAIRMAN: Yes, certainly. Tell us what was 
done then after this, 

MR SINCLAIR: Well’, “ag Say, they extended the 
rates to British Columbia for export. 

THE CHAIRMAN: Who extended them? 

MR SINCLAIR: The Board. 

THE CHAIRMAN: Had you not yourselves first put 
into effect rates to British Columbia which were about the 
Same as those of the Crow's Nest Pass going eastward? 

MR SINCLAIR: That may be, 

THE CHAIRMAN: That is a matter of fact that I 
think is important, 

MR SINCLAIR: I know that we had extended volyn- 
Pee lias 

THE CHAIRMAN: Now, I gather that from something 
in the order of the Board which I read yesterday, 

MR SINCLAIR: Yes, 

THE CHAIRMAN: In that order the Board refers to 
your existing rates, and I think they say, or they imply, 
that you haq &lready done this. 


MR SINCLAIR: Well, I think, my lord, that you have 
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THE CHAIRMAN: Is that not so? 

MR SINCLAIR: Well, there is quite a history 
behind that Statement, if you are reading it in the 1927 
General Freight Rates Investigation. 

THE CHAIRMAN: Well, we must not Stop because the 
history is extensive, If you have the order of the Board 
which was given to me yesterday -- it may be here yet--- 

MR SINCLAIR: Well, that is the General Freight 
Rates Investigation. I am going behind that. 

THE CHAIRMAN: I have not got it, then. 

MR SINCLAIR: I om going behind that. The case 
about these complaints--- 

THE CHAIRMAN: Pardon me, Mr, Sinclair. Here is 
Something. This is this case of 1925, and they say in their 
order: 

"The rates established by the Canadian Pacific 

Railway on grain and grain products to Vancouver 
for export, were based on 2a relationship to the grain 
rates to Fort William, the basis, roughly (and with some 
exceptions) being that from its main line and southern 
branches, rates to Fort Williom were applied to points 
of corresponding mileage to Vancouver, but with the 
addition of a constructive mileage for the mountain 
Maul." 
Did not the order of the Board leave you just where you had 
put yourselves? Is that so? 

MR SINCLAIR: Well, my lord, I say thet the history 
behind the extension of the grain rates at the Crow's Nest 
level to Vancouver is not 8 simple history, but the facts 
sre these, that effective August 1, 1922, the then existing 
rates on grain carlosds from points in the prairie provinces 
to Vancouver, British Columbia, for export were voluntarily 


reduced by the railways by 20 per cent. Then effective 
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October 22, 1923, the rates were further reduced by 10 
per cent under Board of Transport Commissioners for Canads 
General Order No, 384, of October 10, 1923. Then effective 
September 15, 1925, the rates were further reduced as 3 
result of the Board of Transport Commissioners for Canada 
Order No.36769--- 

THE CHAIRMAN: That is the one I have been reading 
from. 

MR SINCLAIR; ---of September 2, 1925, 

THE CHAIRMAN: That is the very one 2 just pead 
from, where they say that you yourselves established those. 

MR SINCLAIR: Well, Order 384 reduced them by 10 
per cent. We had previously to that reduced chem by 20 
per cent, and I say that the railways are caught between 
the position of having a fixed level moving traffic that 
way and demands and complaints from their customers that 
we are denying them the benefit of those rates just because 
they were not able to get underneath the Statute, so they 
go to the Board finally and say, "We think we are under the 
Statute, we do," and the Board finally agrees with them. 

THE CHAIRMAN: That they are under the statute? 

MR SINCLAIR: Yes, 

THE CHAIRMAN: By virtue of subsection 6? 

MR SINCLAIR: Yes. 

THE CHAIRMAN: The Board held that? 

MR SINCLAIR: Yes, in my view of the history, the 
Cases. Except in this regard--- 

THE CHAIRMAN: Was there ever any appeal to the 
Supreme Court in regsrd to the point of law there? -- because 
there is one involved, 

MR SINCLAIR: There is s point of law, but I know 
of no case that went to the Supreme Court. My view is, if 


the Canadian Pacific took it theree the Supreme Court would 
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hold that the Board by that section and by the wording of 
325(5) were within their power to determine whether there 
was unjust discrimination and to compel us to extend the 
Crow's Nest level. Now, when [I Say they are under the 
Statute, it is not thet they are under the statute in the 
Same way as the rates eastbound, but the effect is that 
the Board is able to force the railways to apply them to 
Vencouver for export for domestic purposes, 

THE CHAIRMAN: The Board, of course, can give you 
any rate which igs just and reasonable, 

MR SINCLAIR: That Ls right. 

THE CHAIRMAN: But would the Board then be hold- 
ing in this case that you had given an undue preference 
within the meaning of the Act, or committed unjust dis- 
crimination against a locality? 

MR SINCLAIR: Yes, 

THE CHAIRMAN: Under section 314? 

MR SINCLAIR: Yes. It seems to me to be quite--- 


THE CHAIRMAN: If that 18 right, that Sreatly ex- 
tends the meaning of section 314 from what we Were. TOLd si7 
8long it contained, 

MR SINCLAIR: I submit not, my lord, 

THE CHAIRMAN: You Say no? 

MR SINCLAIR: I say that the fact that there 
would be discriminattion between localities is quite obvious, 
Here a amd Prince Rupert; they ere grain ports. 
Now, a grain port is not made by building an elevator; you 
have got to Set gratin there, snd you have got to have 
Shipping there, Welll, these Pscific Coast ports had some 
Shipping, but they could not sttract the shipping that they 
required for their Other inbound commodities, because these 
Ships would have to go out light, and so therefore they 
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undue advantage, as compsred with them, and I do not think 
there Was any issue fought with more drive than that, 

THE CHAIRMAN: I am not Saying that it should not 
be the law, but I am Saying that it is the first time I 
found out that it is the law, becsuse up to the present 
the meaning of section 314 at least has been put before us 
as being very restrictive, that two branches of the same 
railway going to s certain market point and so on, one 
went east and the other went west to the same point--- 

MR SINCLAIR: Well, I have given my view. I think 
it is accurate and correct. If I am not eccurate, certainly 
my friends or Somebody else will point it out; but I think 
that that is the Situation. 

THE CHAIRMAN: Well, it meets something that I 
think Mr, Frawley told us 3 long time ago would be very 
desirable; that is to sey, if you found that the rates on 
@ certain commodity between two points in British Columbia, 
the same mileage and the same conditions, were so sand SO, 
then the rate on 3 Similar commodity in Nova Scotia for an 
equal mileage under the some conditions ought likewise to 
be the same. Didn't you argue that, Mr, Frawley? 

MR FRAWLEY: Yes, I did, 

MR SINCLAIR: Well, with respect, my lord, that is 
8 different proposition. 

THE CHAIRMAN: Is it? 

MR SINCLAIR: Oh, yes. 

THE CHAIRMAN: I am not so sure. 

MR SINCLAIR: Well, I would be glad to meet Mr, 
Frawley on thats issue, and would think that I would be 
Successful, 

THE C+HAIRMAN: Well, I am just wondering how far--- 

MR SCNCLAIR: But I would not like to meet Mr. 


Frawley or Mr. Brazier or anybody else on the issue of grain 
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rates, because I am pretty sure thet I would not be 
Successful in not Sending them to Vancouver for export, 

THE CHAIRMAN: In view of decisions by the Board, 

MR SINCLAIR: Yes, Now, there was one extension 
under what I call subsection 6, and here was enother, 

THE CHAIRMAN: Pardon me again. You have just 
given me a very wide definition of your meaning of sub- 
Section 4 of 314, 

MR SINCLAIR: Under the particular circumstances 
that existed, 

THE CHAIRMAN: "No toll Shall be charged which 

unjustly discriminates between different Localities," 

MR SINCLAIR: Quite right, my lord, 

THE CHAIRMAN: [In Mr. Frawley's case one locality 
may be in British Columbia and the other in Nova SCotia< 

MR SINCLAIR: I read the Act as a Whole, of course, 
I read the Act as @ whole, and I think thet I could meet Mr, 
Frawley on--- 

THE CHAIRMAN: Anyhow, if the Board has interpreted 
fo that way, that is not your fault. 

MR SINCLAIR; Now, that was one, as I say--- 

THE CHAIRMAN: I asked you the question, though, 
pene e ero SS Tai” not sure that we have disposed of 44 <= 
when this order was meade by the Board it took effect upon 
rates which you yourselves had already made effective; isn't 
that so? 

MR SINCLAIR: Well; 2 oy. my Aepaess 

THE CHAIRMAN: Except you say there was an in- 
Crease in 1922, I think, of 26 per cent--- 

MR SINCLAIR: Yea, and also I say that we voiun- 
tarily extended, under tremendous pressure end maybe on 
advice that we would be beaten if the matter was taken to 


the Court. 


‘ND 
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THE CHAIRMAN: Under legal advice, you mean, 

MR SINCLAIR: Moreover, the Board of Transport 
Commissioners, under the power Sranted to it by this sub- 
Section we have been discussing of 325, was able to hold 
that it was unjust discrimination under the Railway Act to 
have higher rates on branch lines,mile for mile,than on 
the main line, at the time of the execution of the Crow's 
Nest agreement, branch line points took higher rates than 
main line points, However, in 1927, following the General 
Freight Rates Investigation, this differentiation between 
main line and branch line points which had existed for so 
many years, was ordered removed. The result of the 1925 
Statute was to remove from the Jurisdiction of the Board 
of Transport Commissioners -- ana I think this is very 
important -- the fixing of a9 Just and reasonable level of 
western grain rates, at the same time putting the Board in 
8 position where, on a charge of unjust discrimination, Lt 
Was bound to extend this level of rates, which if it haq 
power to inquire into them it might have held were unjust 
and unreasonable, and it must do it if it was to comply 
with other sections of the statute and its Jurisprudence go 
well established, The onerous and far-reaching effect of 
the Statutory rates on Braeside. or Submit, clearly demon- 
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Parliament in 1925 undoubtedly believed they 
were fixing the rates .on grain and flour and,no doubt, 
had in mind, : particularly export movements. But that 
one segment of a rate structere cannot be treated separate- 
ly from the balnnce of the Structure, is made abundantly 
clear by the ‘fact that the so-called Crow's Nest Rates 
hawe been extended to commodities other than grain and 
flour. They now cover the by-products of the mild ing 
processes, breakfast cereals and all grain products, and 
products which are competing with grain in the feeding 
of livestock, 

THE CHAIRMAN: That is your own action. I know 
how you explain it, but there is no Statutory obligation. 

MR SINCLAIR: That is the point I make, tho 
fact that Parliament no doubt thinking they are dealing 
With grain and flour and trying to treat one segment of 
the rate structure differently from any other, the 
result is to upset that structure unless it is extended 
beyond where Parliament intended it to go, and I say you 
cannot treat one segment of the rate structure differently 
from the balance of the rate structure. This point which 
I am dealing with now proves it, and I do not care 
whether it is infinitesimal or large it proves the point 
that you cannat differentiate under a rate structure and 
have that rate structure integrated and | reasonable. 

Indeed, the pervasiveness of these unduly low 
rates has prevented the rates on local movements of grain 
within Western Canada beingraised. 

You will recall that the other day Mr. Frawley, 
when I was speaking on this point in cross-examination of 
one of the Western people, referred to the judgment 


of the Board in the 21% Case at page 63, and I would 
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once again want to bring to your attention the language 
of the Board there, and I will read it only in part. 
They said: 
Weert considered that no increase should be 

authorized in the domestic grain and €rain products 
rates between points in Western Canada or with respect to 
the feed grain rates covered by C.F.A. Tariff 145) Cote. 
154. To increase these rates with no increase in the 
others would create a spread in the rates, which, it is 
considered, would be unreasonable," 

Another example of the Board not having juris- 
diction over the Justness and reasonableness of one 
Segment of the rate Structure is hampered by that very 
thing in dealing with other rates that are wholly within 
their Jurisdiction. 

THE CHAIRMAN: What dia that case deal with again? 
I am sorry. 

MR SINCLAIR: That was the 21% Increase Case, 
and it dealt with whether local rates on grain within 
Western Canada were to be raised, 

THE CHAIRMAN: Were to be raised? 

MR SINCLAIR: Yes, were to be raised along with 
all other rates, and the Board held "No", and said: "If we 
did this, even though we have no Jurisdiction over the 
Crow's Nest rates So-called, that would make a spread 
because they are so low that we do not think it is right 
or reasonable. 

THE CHAIRMAN: [Is there any tquestion in that 
Judgment of their's about unjust discrimination? 

MR SINCLAIR: No, I am not dealing with that now. 

THE CHAIRMAN: Did the Board 27h Ea he ti owiae 

MR SINCLAIR: No, no; I dealt first with the 
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THE CHAIRMAN: I am not talking about you. You 
have just read something from the Board's judgment, and 
Peacid- not satch it 311 because my. attention was called to 
Something else, 

MR SINCLAIR: No; all they said was that they 
would be unreasenable. Lu. ig not dealing with unjust 
discrimination here at all. I have given instances of 
that where they deal with unjust discrimination. Here [I 
am dealing with it as to reasonableness, 

THE CHAIRMAN: Please read it again. 

MR SINCLAIR: "It is considered that no increase 

Should be authorized in the domestic grain and grain 
products rates between points in Western Canada or 
with respect to the feed grain rates covered DyYoC, Pease 
Jerigt 145, ¢.T.C, 154. To increase these rates" -- 
and here is the point -- "with no increase in the others" -- 
meaning the Crow's Nest Pass level rates -- "would create 
a Spread in the rates, wnLon, 16 6 considered, would 
be unreasonable." 

Now, at this Stage I would like to turn to our 
Submission and read from page 159, and from the middle of 
page 160 to the middle of page 161 of part one, because | 
I think it provides a useful --- 

| THE CHAIRMAN: Will you please tell me the page 
again? 

MR SINCLAIR: Page 159. I think it provides 4 
useful summary. 

"We thus find an agreement to apply the Crow'sNest 

rates had effects far beyond the contemplation of the 
of the parties at the time the agreement was made, 


in the following respects; - 
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(a) It was found impracticable to limit the appli- 
Cation of these rates to the points covered by the 
agreement; 

(b) It was found impossible to limit their application 
to the Canadian Pacific 150 TE Be Gi consequence, railways 
not parties to the agreement were forced to apply — 
these rates ; 

(c) The Board, on a complaint from — ‘British 
Columbia, found the difference between eastbound 
grain rates and the rates on grain through British 
Columbia ports for export unjustified. Accordingly 
the level of rates fixed by the agreement was exten- 
ded in a way which the parties to the agreement never 
contemplated," 

THE CHAIRMAN: The language you use there is 

"unjustified", 

MR SINCLAIR: Yes. 

THE CHAIRMAN: That may be for many reasons 

MR SINCLAIR: Yes. 

"(d) The railways found that although the 
agreement covered only grain and flour, it was not 
practicable to deny the extension of these rates to 
by-products OF the milling of grain and of other 
competing products; 

(e) The effect of the statutory fixing of rates on 
grain and flourtes been reflected by order of the Board 
in the domestic grain rates in Western Canada." 

"Canadian Pacific” -- and I am reading now from 

page 160, towards the middle of the ‘page -- "also points 
Out that it receives less than three and one-half million 
dollars under the terms of the Crow's Nest Pass Agreement. 


The reduction in grain rates between 1897 ana 1903, when 
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rates 
the Canadian Pacific became Subject to regulation of its / 


by the Board, was borne wholly by the Canadian Pacific 

and was not in any sense borne by other shippers. This 

was because until 1903 the Company was permitted by statute 
to have net Carnings up to ten per cent of its. capital 
investment without interference by the Governor-in- Council 
with the level of its rates and also because in that period 
it never at any time reached that level of earning power. 

"During the war years the rallways were permitted" 


a world 
~-that is referring to the first/war --"to increase all 


rates including the rates on grain and grain 
Products. After 1922, however, when the Crow's Nest 
Pass rates were restored, the probabilty is that the 
greater burden imposed by the low level of these 
rates has fallen upon shippers and conSignees of 
ocher trarric.” 

In support of our contention -- I have left the 
brief for a moment -- that.the Crow's Nest level of rates 
1S a burden on other Shippers, may I recall to you the 
Situation in 1922 which I discussed with Mr. Moffat at 
page 19424 of the transcript. There,as a result of reduc - 
ing the grain rates at the Crow's Nest level, the rate 
reductions which had been proposed by the Canadian Pacific 
On a large list of basic commodities other than grain, 
were not put into effect by the Board, due to the reduc- 
tion in revenue brought about by the restoration of the 
Crow's Nest level of rates to grain traffic, 

I now read one more paragraph, if I may from the 
Submission. "That the burden of the low level of grain 

rates at present rests mainly upon the shippers 


and consignees of other than grain traffic can be 
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demonstated by reference to the Board! 


the 21% Case, 


S JudgMent in 
At page 66 of the Judgment (XXXVIII 


J.O.R. & R.) the Board found the deficiency in 


revenue of the Canadian Pacific at something more than 
thirty million dollars. This additional revenue 
had to be derived by anincrease in rates on traffic 
having a revenue value to the Canadain Pacific of 
Slightly more than $137,000,000 and the resulting 


increase was therfore 21%, " 


Mr. Spence will also be dealing with that 


Subject. 


THE CHAIRMAN: We had better take a recess now. 


(Page 19784 follows) | 
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---ON RESUMING 


THE CHAIRMAN: All right, Mr. Sinclair. 

MR. SINCLAIR: That is my Submission on the 
historical aspects, except that I may make some 
reference to them Gaerne with the economic aspects, 
to which I would now like to turn my attention, with 
your permission, my lord and Commissioner Angus. 

Before Canada had established Ltself in the 
grain markets of the world and before definite channels 
of grain marketing had hardened, then admittedly there 
may have been some justification for a fixed and 
Stable rate on grain at a lower than normal level. 
Canada, however, has today progressed far beyond that 
point. While Canadian grain is competing in Europe 
with American grain, with Uruguay grain, with Argentine 
grain and with Australian grain as well as competition 
with the domestic production of Europe, it does, as 
agreed by Mr. Brownlee (Volume 106, page 19624 of the 
Transcript) play an effective part in setting the world 
market price. I don't want to state it on too high 
a level, but I would say a most substantial and effective 
part. I submit grain from the exporting areas serving 
the European market hey mice an higher rates to get 
into position in Europe than is grain from Western 
Canada. The Canadian rate on grain to Fort William and 
to Pacific coast ports for export is only one segment 
of the transportation charge. Certainly it is the 


Segment best known by the Western Canadian farmer, because 


of the fact that, for convenience, it is used as a 1 
basing price at Fort William. 


The Canadian Pacific submits that the farmer 
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does not pay the freight on grain, especially when Ris 
difficulties of marketing are most acute. When the8e 
difficulties are least acute he may well be able to 
reimburse himself. I will discuss that more fully later. 

I now wish to address mysélf to the question 
as to whether, assuming that the farmer does pay the 
freight to Fort William, it would be a burden to him 
to pay just and reasonable rates on Grain, df euch 
just and reasonable rates were fixed. 

The Prairie Provinees and others who have 
appeared before you in opposition to the submission 
of the Canadian Pacific, have disliked the comparison 
set out in the Canadian Pacific Brief between the rates 
on the contiguous area of the United States on grain 
moving to Duluth and to Seattle and Portland as compared 
with the rates to Fort William and to Vancouver. They 
felt they had some comfort in the fact that much of 
the winter wheat was close to water, and I recall the 
tremendous emphasis on the intermountain wheat displayed 
by Mr. MacPherson in his cross-examination of Mr. 
Jefferson. I find similar expressions in the Grain 
Growers' Brief. Nowhere in the United States does any 
grain move to water at rates as low as those in C nada, 
irrespective of the milaaze. The evidence in support 
of this was placed befere you by the Canadian Pacific. 
No attempt was made to refute it. 

May I emphasize a point here. You will 
recall the evidence of Dr. Britnell at page 19216 of 
Volume 104, where he said that he knew of no other 
place in the world where there was a Statutory fixed 


rate on particular traffic. I think that is a most 
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important point. The result of having a fixed statutory 
rate on grain was pointed up by Mr. Jefferson, when he 
compared the ton mile revenues on grain to all traffic 
on the Great Northern and Northern Pacific with that 

on the western lines of the Canadian Pacific. That was 
in Exhibit 165. You will recall that on the United 
States granger roads the ton mile revenue from grain 

was higher than all ‘other oratfic, while on the 
Canadian Pacific it is the reverse. 

The American farmer, as witnesses for the 
Provinces and the Western grain trade freely admit, 
1S more prosperous than the Canadian farmer, not only 
today but in the past. Some of that prosperity in 
recent years has been due to United States Government 
policy, but the American farmer was able to pay freight 
rates very Substantially higher than the Canadian 
freight rates and still be more prosperous than his 
Canadian neighbor, even when the price of grain in 
the United States and Canada was very closely related. 
The close price relationship between grain in the United 
States and Canada is graphically portrayed in Exhibit 
167, filed by Mr. Jefferson. 

I should say at this point that the winter 
and spring wheat production in the United States in the 
large grain-growing states and its relation to ports 
is set forth in the very useful map which was filed 
with your Commission during Mr. Armstrong's evidence 
and explained in detail by him. That map is Exhibit 210. 

Can the western Canadian farmer pay higher 
rates on grain ? Again I am assuming, almost certainly 


incorrectly, that he pays the freight rates. Farm income 
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today and for some years past has been at a level never 
before exceeded in Canada. Wheat today is bringing on 
the average something more than $2.00 at Fort William. 
It is conceivable that this price might recede somewhat. 
How far it can recede before the western agricultural 
economy is out of balance with the rest of the Canadian 
economy, is a matter that I don't think it necessary for 
me to discuss now. The point I wish to make is that if 
grain ee Just and reasonable, had to rise to the 
level Mr. MacPherson so carefully calculated, that is 

an increase on the average of 12¢ per bushel, . it would 
amount only to a 6% levy on the present value of the 
normal western wheat crop. Possibly for the benefit of 
my friends I should say how I arrive at that figure. 
Take an average price of $2.00 per bushel and an increase 
of l2¢ per bushel. This would amount to an increase 

of 6%. I have also calculated it in a more involved 
way and the figure is the same. 

We have heard much of the calamitous thirties 
and low prices on grain. That such low price were 
wrong and should never return, is recognized by every 
thinking Canadian, and indeed is a part of established 
national policy. No one will Seriously suggest that the 
Government would permit a recurrence of depressed grain 
prices. It is easy for me to understand the feeling of 
the western farmer who had the misfortune of ruinous 
prices and drought. But for western Governments and 
Skilful trading farm organizations to suggest that a 
rise in the price of grain freight rates by a few cents 
a bushel would be ruinous to the Prairie economy, is 


an almost incredible exaggeration. 
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Commissioner Angus in discussions with more 
than one witness, particularly at page 19354 in Volume 
105, pointed out that the effect of inflation certainly 
prevents a rate that was reasonable in 1897 being 
reasonable under such conditions. That today we are in 
an inflationary cycle I don't think can be senLed wt 
submit that the fixed level of grain rates when made 
was below what would be a just and reasonable level, that 
1B by 3¢. 

THE CHAIRMAN: Pardon me, you say "when made". 

MR. SIN@LATR: When made, that was in 1899. 

It was 3¢ below the level that existed - - 

THE CHAIRMAN: What do you say about that? 

MR. SINCLAIR: I think they were below a just 
and reasonable level by 3¢, because I Say they were 
just and reasonable at the time the agreement was entered 
into. 

THE CHAIRMAN: But whatever the rates were, 
they had been fixed by the railways? 

MR. SINCLAIR: That is right. 

THE CHAIRMAN: At a time when Parliament had 
no control over them? 

MR. SINCLAIR: Quite so, and they were just 
and reasonable. 

THE CHAIRMAN: I am not saying they were not. 
mee Gest is Tsubjec't to that; that nobody else controlled 
them. Secondly there is the fact that a few years later, 
three or four years later you were using these lower rates. 

MR. SINCLAIR: Quite so, my lord. 

THE CHAIRMAN: And still making money out 
of -1t? 

MR. SINCLAIR: Quite so, my lord. 
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THE CHAIRMAN: That they were compensatory? 

MR. SINCLAIR: Quite, and I would like to 
address myself to that. 

THE CHAIRMAN: T am just getting the picture. 

MR. SINCLAIR: Yes, I would like to address 
myseut to that. First, while there was no regulatory 
body controlling rates on a particular commodity to 
Say they were just and reasonable - - 

THE CHAIRMAN: And so far there was no 
competition, was there? 

MR. SINCLAIR: Competition? 

THE CHAIRMAN: You had no competition? 

MR. SINCLAIR: It may be. I Say that ;there 
was control to see that rates iremained just and 
reasonable. There was the control that could be exercised 
by the courts, because it is a part of the common law 
duty of a common carrier to carry all goods offered at 
reasonable rates. I have Searched, my lord, and I can 
find no case in which anybody went to the courts to 
Say that the Canadian Pacific had refused to give a 
Shipper, a eonsignee, railway transport at just and 
reasonable rates in the period prior to the control 
being exercised by the Board in 1903. Certainly I 
Cannot find any grain case, and that is what I was 
really looking for. 

Now, I say that they were at a just and 
reasonable level in 1897 and that they came down a 
little bit from that, 3¢ a bushel. Now, they were still 
compensatory, even though they were not at 3 just and 
reasonable level to the railways. They paid the out- 


Of-pocket costs on moving grain and something more towards 
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constant expenses. I think that this is the only 
inference that can be drawn from the historical facts. 
Contrast that with the situation today. Now, undoubtedly 
they came closer, as the years went on, to their out-of- 
pocket level. The amount of margin over and above 
out-of-pocket costs kept receding under the impress of 
the Canadian Northern and the Manitoba Agreement. But 
when costs rose - - 

THE CHAIRMAN: Those competitive rates kept 
on going, did they not until about June 1918? 

MR. SINCLAIR: Yes. 

THE CHATRMAN: Although costs must have gone 
up very considerably. 

MR. SINCLAIR: That is just what I am coming 
to. I am right at that point in the submission I wish 
to make. 

THE CHAIRMAN: All right. 

MR. SINCLAIR: Then costs started to go up, 
and the railways were then in a position where they 
were carrying grain at less than out-of-pocket costs. 
They went to the Board and they finally got the Crow's 
Nest Pass rates up but only up to the Crow's Nest level, 
because they were still not meeting out-of-pocket costs. 

THE CHAIRMAN: Pardon me, you went to the 
BOard and the Board increased your competitive rates 
to the level of the Agreement of 1897? 

MR. SINCLAIR: That is correct. They said 
that was a ceiling. 

THE CHAIRMAN: Yes. 

MR. SINCLAIR: As I say, costs were high, 


the costs of production services were high. The grain 


rates were not compensatory, certainly far from being 
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remunerative. 

THE CHAIRMAN: Well, the Board granted you 
only that measure of relief. You had asked for 
more than that. 

MR. SINCLAIR: Well, of course, we could not = - 

MTHE CHAIRMAN: Under the Statutes. You didn't 
ask for a recommendation of any sort ? 

MR. SINCLAIR: The Agreement stood. 

THE CHAIRMAN: TI know. 

MR. SINCLAIR: There it was. 

THE CHAIRMAN: Then you got all you asked 
for, all that the Board coulda give you. 

MR. SINCLAIR: All that the Board could give 
us. Costs continued to rise. Parliament then suspended 
the Agreement and it was, as your lordship knows from 
the evidence here, non-operative, and the rates went 
from an average of 20¢ to 32.5, and they finally in 
1922, after, I submit one of the - - 

THE CHAIRMAN: Pardon me again, was this 
Sc.5 fixed by the Board? 

MR. SINCLAIR: Fixed by the Board? I think, 
yes. Yes, it was fixed by the Board. TI was saying 
that in 1922 the Crow's Nest level of grain rates was 
restored, after one of the greatest political campaigns 
that I think I have read about in Western Canadian 
history in the farm movement. 

THE CHAIRMAN: Yeu mean, the campaign for 
the restoration? 

MR. SINCLAIR: Yes, the literature and some 
of the statements made in that campaign, the fervour 
with which the attack was carried on being outstanding. 


They even had children going to the ischool-house in 
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From 1922 to 1925 the situation of the Crow's 
Nest Pass agreement Stood, suspended in so far as west- 
bound rates were concerned, applicable in so far as grain 
rates were concerned. In 1925 the present sections of the 
Railway Act were put into the statute. 

Now, my lord and Mr. Commissioner Angus, the 
farmer runs his own business, as was so ably demonstrated 
by Mr. Wesson on behalf of the Pools, on the common sense 
principle of imposing charges to pay the cost of providing 
the service and giving something in addition (Vol. 105, 

p. 19489). Why should the farmer, able to pay handling 
charges on a common sense business basis, claim that he is 
unable to pay transportation charges on the same basis? 

If rigid price levels, arising from price control, 
were adversely affecting the national economy, as was stated 
by the Prime Minister in accouncing the discontinuance of 
price control, I submit that surely the western farmer, who 
has benefited by having his commodities meet, and more than 
meet, increasing costs, should not require railway efficiency 
to be hampered by inadequate revenues arising from a fixed 
price of one segment of the transportation cost, established 
a half-century ago. 

Good business judgment on the part of the Canadian 
recific demands,that it. do everything in its power to 
assure western agricultural prosperity. Canadian Pacific 
Should not be forced by Parliamentary control of grain rates 
to assure the prosperity of ocean shipping owners or other 
carriers of the western grain crop, or to pass on some loss 
which they sustain to the advantage of someone outside of 
Canada. As Mr. Wesson candidly admitted at page 19479, 
volume 105, he did not think that the Canadian Pacific 
would knowingly do anything that would bring ruin to the 


western agricultural economy. Canadian Pecific sincerely 
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believes that the western farmer, if he bears the freight 
rate to Fort William, can today, and has been eble for some 
time ifaan will in the future as far as we can see it, afford 
to hadith and reasonable level of rail transportation 
charges on grain, This is the view of an extremely well- 
informed traffic officer, and I refer you to the evidence 
of Mr. Jefferson at page 15247A in volume 75. It also was 
clearly the view of Mr, POS Armstrong, who I do not think 
anyone can deny is 9 friend of the western Canadian farmer, 

I think that I should recall to the Commission 
that I was careful to put to Mr, Herries, appearing on 
behalf of the prairie provinces, and to Mr. Wesson, sppearing 
for the Pools, and to Mr. Brownlee, appearing for the 
United Grain Growers, the question as to how western 
farmers would be harmed if the Board of Transport Commission- 
ers, on the established principles of rate-making, fixed 
Just and ressonable rates for grain and the western farmers, 
if they needed assistance, secured that assistance from the 
Dominion Government. [In answer to Dr. Angus the other day 
i Said: that they would need assistance, in our view, when 
the western Canadian agricultural economy got out of 
balance with the rest of the Canadian economy, 

Mr. Harries, at page 19400 in volume 105, after 
some wiggling, I may say, gave his answer as, "I do not 
know; I mean, I cannot answer that question," 

Mr. Wesson took a little time to enswer the ques- 
tion. His answer extends from page 19512 to page 19516, and 
finishes up with, "My answer would be, if there is to be 3 
Subsidy, sir, it should be s Subsidy to the C.P.R. and not 
to the grain growers of Western Canada." 

I asked Mr. Brownlee the same question at page 
19634, and after reading the transcript, all I can say is 


that Mr. Brownlee Successfully eluded me in answering it. 


ro; J A 


oy 
ait: anced ie ie ong arotsew’ aay" 36, r : 
id a 


| can . 
qat efde need een fh cvenos eo: Loe tELEM $x08 ‘bt.8 ye 


we 


tag 
Gtte , $f 458 nGo ow ag Tet dé etusrt ate mi ITitw’ nae amt, ie 
wal 


“go Bred rogencnd Lise tol Level aldemorss? Sits seat wea oe 
effew! Ulowetsxs m6 To" wely anges ert  .gteta mo BogTatio 


sridbive sit oF voy vetsr iMbas (sos Tio Si ttent pemtotint - - 


& Aw P n a %, . % 
¢ i 
: ‘ n A 
a a ‘ PP . re Ee } ata IT. ) a 4y , wih gerd to 3 wi 4 ‘ Ted 
’ "86nw Gels. ¢2 if) SMpLGyY Mi Air Sek ened Jo NOsSte7 is oth 40 Cane 
‘ 
oa ae rs ne ~ ~ sy td ule ee tat ers =r z ry @ rot on nye Par w 43 
Yai + Aa . > Ost Ww B i a | “4 RK; Sag S rs a a e & ” <i d Le Ma SL Si 4 ¥ & af* 
5 , > Me ' +) 
o4 4 4 me ot f ™ tn a Pio’ ci > wre? ; rv cs C ~a¢ . 
’ Sui it « rte ne ii : a Gn hot me Ay it WIS LY j & i. Vita 14 atO EAS 
‘ 
‘Vie J a t? 
? a 
Kinin Sek OY eee site Rod oie Tere CY BSaelb alee beth ' 
ee es.) et a Ny! Dv aa or. ih cae Fae ed WA . & <= eit weer iv } ; 


ope aloes eee a ee ee af ewer ‘ nae SS te : at 
Ogee Ea gsimtgn’, ti OF wig od [otenxao sew Tt Pern 4 


hegus. , Woe tM OF Dste  Heonivosd otalerd stig to ies 
eid tol witergeqay .~safnwotd 14M OF brs, elooT ef <0 . 
nvateow wot a7 es motte erewow) miei S90 lay 
aiauod dvogenerT ‘to teen ond It Pease: od bivow eronte'? 
ber ering ray So agighountyq betleiidesag old mo’. ag 


2a tw ar Bee 18 
" “48 4% 


te arromoxg wehbe ey 3 


sme2 ada 2 a Leen att ‘Konee si 


“ 


Sabana? sa aaibert ite bad, 


ND 


-19794- Mr. Sinclair 


But this point I wish to make with all the 
emphasis of which I am capable. The Canadian Pacific 
does not believe that the western farmer would be harmed, 
and I think thst on eny fair appraisal of the evidence, 
neither do the witnesses who appeared here on behalf of 
the Provincial Governments or the western farm interests, 

I would now like to turn my attention to what 
might be termed basic Economics, or what I have stated to 
be economic truisms. 

THE CHAIRMAN: Before you do that: A few minutes 
a@80 you said that these rates Should be handed over to the 
Board to be adjusted on the principles -- I have forgotten 
your exact language, 

MR SINCLAIR: The established principles of 
rate-making, 

THE CHAIRMAN: That reminds me of the talk we had 
this morning sbout Just what the Board would be expected 
to do; you remember? 

MR SINCLAIR: Yes, omy lord; 

THE CHAIRMAN: So far TI have taken it for granted 
thet in hending these to the Board you do not wish any 
amendment made to the ~ Act as to the powers of the Board; 
is that so? That is, whatever powers the Board has now are 
to remain as they are, and you will go before them--- 

MR SINCLAIR: The powers that they have in regard 
to the elements--- 

THE CHAIRMAN: You see, Mr. Spence seemed to me 
to be going beyond what we heard before, saying the Board 
would be able to take certain matters into consideration, 
It sounded new to me. What is your position? 

MR SINCLAIR: Well, my lord, I do not think--- 

THE CHAIRMAN: That is, your company is not asking, 


is it, that the Reilway Act be amended so as to alter in any 
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way the powers of the Board? 

MR SINCLAIR: [In regard to the elements that may 
be taken into sccount by the Board in fixing just and 
reasonable rates? 

THE CHAIRMAN: Yes, 

MR SINCLAIR; No, we ere not asking that. 

THE CHAIRMAN: Well, you see, the questions put by 
Mr. Spence this morning led me to think that perhaps you 
had a different attitude now. I would just remind you, 
then, of the description of the powers of the Board -- I 
think the latest expression is in the judgment of March 30. 
1948, was it not? 

MR SINCLAIR: I think, yes--- 

THE CHAIRMAN: The judgment says: 

"In other words, while members of the Board 

may and do,as Cunadians sympathize with policies of 
economic development which may through increasing 
diversity lead to greater economic COLLGSr Te tte 
not their general opinions but the powers conferred 
on them by the Railway Act which determineswhat they 
can do. Very wide powers, it is true, are given under 
the Railway Act; but the Railway Act is not to be 
construed as if it were a blank cheque to be filled in 
as members of the Board see fit. It is not the Board's 
function as delegated by Parliament to make rates to 
develop business, but to deal with the reasonableness 
of rates either on complaint or of its own motion." 
Then right after that they say: 

"It has been held time and egain that rate- 
regulating commissions have no right whatever to attempt 
to equalize geographic, climatic,or economic conditions. 
They are concerned simply and wholly with the questions 
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Seeking to collect for the carriage of as given 
commodity, irrespective of how it is made, or whence 
it comes." 

Now, that is the Opinion of the Board today as 
to its own powers, the scope of its own powers, in fixing 
rates. Is that not so? 

MR SINCLAIR: That is what they seid in that 
judgment, 

THE CHAIRMAN: That is what they Said, yes. And 
you wish to have these powers left undisturbed, 

MR SINCLAIR: TI want to say this, my lord: I 
think there is some misunderstanding or misapprehension 
among my friends in the provinces and elsewhere as to just 
what effect the Board can give to elements in the--< 

THE CHAIRMAN: Even efter this statement I have 
just read? 

MR SINCLAIR: Well, my lord, it all depends on 
how you look at it end how you wish to interpret it, That 
was in @ general rates case. I think that you heve to look 
at the particular problem to which the Board's mind was 
directed, and I Say that there is ell the difference in the 
world between economic planning and economic etfecky oI 
think it has been Said here on more than one occasion that 
rates have some economic effect, 

THE CHAIRMAN: Oh, yes, many things do have 
fconomic effects, although we may not have had any economic 
Planning in mind st all when we did them. 

MR SINCLAIR: [I think, my lord, that the Board in 
fixing just and reasonable rates for grain would have power 
under the existing statute to take into account many things, 
including what would be Just and reasonable to the western 
former if the western farmer is not a depressed part of the 


economy, 
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THE CHAIRMAN: If he is not a depressed part 
Or At? 

MR SINCLAIR: Yes, 

THE CHAIRMAN: Well, have you in mind, then, 
rates that would very? 

MR SINCLAIR: Ag changing conditions ang eostss<c 

THE CHAIRMAN: Sometimes the farmer has been the 
real example of the man living under conditions of depressed 
economy. 

MR SINCLAIR; Yées;and it Ta not, I submit, the 
furiction of 4 Just end reasonable rate to fix rates to 
attempt to assist to bring the farmer into balance with the 
Test of the economy. That is something for Government 
policy, and should be paid directly to the farmer. That 
is my submission and my view. I have stated it as care- 
fully as I San, my lord, 

THE CHAIRMAN: You do not wish to have the Railway 
Act amended in ony way, excepting the repeal of. this 
Obnoxious subse:tion; that is rignt, te 162 

MR SINCLAIR: Yes, but let me Say this: I have 
given you my view, my lord, on the question you put to me, 
but Mr. Spence, who has had Some I think fourteen or fifteen 
years of experience before the Board of Transport Commis- 
Sloners, will deal with this and develop it further, of 
course, if your lordship has any questions that I can 
enswer I will be glad to give you my view. I think I have 
expressed it as carefully as I can, after giving it some 
thought, and I am sure that Mr. Spence will try to assist 
in any way he can, 

THE CHAIRMAN: I would Just call your attention to 
the fact that pege 189 of your brief is one that has given 
rise to a great deal of controversy 3s we have gone along. 


MR SINCLAIR: Yes, my lord. 
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THE CHAIRMAN: And usually Mr. Evans hss given 
us the explanation of what the language means, 

MR SINCLAIR: Yes. Well, my Jord=-- 

THE CHAIRMAN: I am not asking you to do this 
now. You say Mr. Spence will do Lig 

MR SINCLAIR: Well, I think that we have ex- 
plained what that means. 

THE CHAIRMAN: Well, perhaps you have, 

MR SINCLAIR: In the record, 

THE CHAIRMAN: TI Just thought that when I heard 
Mr. Spence this morning, I was listening to a departure 
from previous explanations. 

MR SINCLAIR: Well, with respect, sir, LI say that 
it was not a departure, 

THE CHAIRMAN: I see, 

MR SINCLAIR: It is difficult, my lord, I think 
you will agree, for Mr. Spence to express his thoughts in 
the same words that I use, or for me to express my thoughts 
in the words of Mr. Evans, or for Mr. Evans to use the 
Same words as Mr. Spence or myself; but I think that I did 
try a few moments ego to state what I think, and I do not 
think it is a departure from what Mr. Evans thinks or what 
the Canadian Pacific thinks or what Mr. Spence thinks, 

I think this, that my friends from the provinces are trying 
to find some comfort in trying to make this situation more 
complex and more difficult than it really is, 

COMMISSIONER ANGUS: Mr, Sinclair, when you re- 
ferred a few minutes ago to a question of mine, what I had 
in mind in asking that was this, that you had asked witnesses 
how the farmer would be harmed if just and reasonable rates 
made on established principles of rate-making were applied 


to grain, and then if the industry when it needed it received 


® subsidy, and my difficulty was this: If that question 
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meant: how will the farmer be harmed if a subsidy is 
always forthcoming to prevent his being harmed, then it 
Seemed to me to be @ question that answered itself: he 
could not be harmed, But if it meant, how would he be 
worse off if these rates were fixed in the way you de- 
scribe and then in baad years he got a subsidy, it seemed 
me there too there was an obvious answer, that he would 
not make as much Bae tenes in the good years, Now, 
have I misunderstood your question? 

MR SINCLAIR: Well, Mr, Commissioner Angus, let 
me put it this way: The western farmer today if he peys 
freight pays it on 2 different basis or on 3 different 
principle of rate-making than does anyone else. Now, I 
Say that if his rates were fixed on the same rate-making 
principles as everybody else in Canada, those rates might 
SO up to a certain point and then come down, depending on 
the general level of cost of providing transportation in 
Canada, and taking into account all the favourable factors 
that there are in moving the western grain crop. Now, 
the western farmer, I suggest, is harmed only when he as 
a part of an economy, sa section of an economy, because of 
inability to buy the wheat, for whatever reason thst may 
me, <ete outeor line, and so therefore the depressison 
of his returns is not followed by a depression in the cost 
of providing railway service and therefore a reduction in 
the rate. Under those conditions, depending on how far 
the economy of the farmer gets out of balance, he will 
require assistance. If it is 6 little out of balance, no. 
Now, if 1% ig just 6 little bit out of balance, that is 
the only time he would be harmed, If it gets a lot out of 
balance, then the Dominion Government steps in, at some 


level -- I do not know where they would step in -- they 
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would step in and they would give him assistance, and of 
course then they would bring the western segment of the 

economy up to the level of the rest, and in most circum- 
Stances he would not be hermed. There is a little part 

where he could be harmed, 

COMMISSIONER ANGUS: I follow that, but isn't 
there another point at which he would be e little worse 
off? That is to say, suppose that the system were out of 
balance in his favour, and he was getting a high price for 
Wheat but paying the statutory fixed rate for freight, 
assuming that he pays it. He would be making then s large 
PROLLG, 

MR SINCLAIR: Quite so, 

COMMISSIONER ANGUS: With the so-called just and 
reasonable rates he would be making at such a time a 
smaller profit. 

MR SINCLAIR: That is right, 

COMMISSIONER ANGUS: Is that difference being 
harmed or is it something else? 

MR SINCLAIR: Well, I say that he has got an 
advantage that he does not deserve, and so therefore he 
is not being harmed if it is taken away. 

COMMISSIONER ANGUS: I thought perhaps you were 
using "harmed" in that rather special sense of rather 
unreasonably harmed, 

MR SINCLAIR: That is right. 

THE CHAIRMAN: We will adjourn till tomorrow 
morning. 


---The Commission adjourned at 4:45 p.m., to meet again 
at 10:30 a.m., on Friday, March 31, 1950. 
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Ottawa, Ontario, 

Friday, March 21, 1950. 
MORNING SESSION ; 

THE CHAIRMAN: Very well, Mr. Sinclair, 

MR, SINCLAIR: May it please the Commission, when 
we adjourned last evening I was at that point of my 
argument where I was just turning to the matter that I 
term "basic economics," 

THE CHAIRMAN: You term it what? 

MR. SINCLAIR: "Basic economics," or what I at 
one other time stated to be an economic truism. I have 
heard many times that the farmer's viewpoint is "when 
prices are good the crop is poor; when the crop is good, 
prices are poor." That, of course, as an established 
principle is patently false, just as patently false as the 
statement that the farmer pays the freight on everything he 
buys and on everything he sells. We had the good fortune 
to have two economists of repute deal with this matter. - 
refer you to the evidence of Professor McDougall at pages 


17793-4 in volume 94 of the transcript. His evidence may 


be summed up in this way. If the statement under discussion-= 


that is, "when prices are good the crop is poor; when the 
crop is good prices are poor"==- were true, then what would 
happen in the case of a farmer in one part of Canada whose 
products were sold, directly or indirectly, to a farmer in 
another part of Canada? What would happen to him? We 
Should be faced with the extraordinary situation in which 
both of these farmers paid the freight charges on the goods 
Which is beyond belief. In addition, as Professor McDougall 
pointed out, farmers buy goods in the same markets, even 

in the same stores, as do non-farmers. Can it really be 
believed that merchants or market factors can distinguish 


between farmers and non-farmers in setting prices and 
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applying different treatment to the two types of customers? 
I say obviously no, 

We called Professor McDougall. We have to thank 
Mr. Frawley for calling Dr. Locklin, He was a provincial 
economic expert. Dr, Philip Locklin also refused to put 
Credence in the statement that the farmer was not subject, 
just as everyone else, to economic law and that the farmer 
could not and does not, generally speaking, pay the 
freight both coming and going. His views on this point are 
expressed in his book on the Economics of Transportation, . 
Third Edition, at page 21. I am just going to read a short 
extract, as follows: 

"It 1s commonly maintained that the farmer pays 
the freight both on the things which he buys and on | 
the things which he sells. On the goods which he 
buys, the price is said to be the factory price plus | 
transportation and other costs incurred in getting ; 
the goods to the farm. On the things which the farmer 
Sells, the price received is said to be the price at } 
the consuming markets less transportation charges, | 
Thus the farmer pays the freight both ways, it is 
argued. If this is true, it would seem that on 
manufactured commodities the freight rate is borne 
by the consumer, but on agricultural products it is 
borne by the producer. But this cannot be true unless 
One law determines the price of manufactured commo-~ 
dities and a different law determines the price of 
agricultural products." 

I think it would be most useful, at this point, to recall 
the following evidence which is at page 13109 in volume 
62: 

"COMMISSIONER ANGUS: Were you writing --" 


Referring to that statement I have just read. 
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"--with farmers for export in mind, or were you 
considering sales mainly within the country? 

DR. LOCKLIN: I do not believe I was making any 
distinction there.” 

Dr. Locklin and Professor McDougall were dealing 
with the general principle. A specialist in the economies 
of wheat marketing dealt with the matter in detail. 

Mr. Armstrong expressed the Opinion that economic 
theories and practical conditions of business both 
indicate that, in those times when the seller is at a 
disadvantage in the bargaining, it is impossible for him 
to benefit from freight rate reductions or to be injured 
by freight rate increases. [In such instances any known 
reduction in cost of production will, of course, be taken 
advantage of by the buyer and, in order to maintain his 
Supplies, the buyer will have to concede to the seller 
compensation for any known increase in the cost of 
production. 

Mr. Brownlee departed from the position taken by 
Dr. Britnell. Dr. Britnell said that in his view the 
farmer paid the transportation cost right from the farm to 
the consuming centre. Mr. Brownlee, who was Speaking from 
@ more practical standpoint, I take it, and not as an 
economist, said in his view that the farmer paid the trans- 
portation cost to the lakehead but that the buyer paid 
it from the lakehead to the market. 

If you take the case of course grain, I had some 
discussion on that subject with Dr. Britnell. pr. Britnell 
admitted that coarse grain was dealt with the same as 

wheat. He said that the farmer received, in the cash 
Settlement, the Fort William price less the freight to Fort 


William from his country shipping point. When I -put to him 
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what would happen if the man at Sintaluta sold some barley 
to the Regina Brewing Company he said, after thinking 

of the matter, that he would then get the Fort William 
price less the freight from Sintaluta to Fort William 

I say it is inconceivable to say that the farmer pays 

the freight to Fort William where there is a clear example 


of grain not even moving there. 


(Page 19804 follows) 
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The same thing happens in regard to all grain. On 
811 grain, whether used locally, domestically in Western 
Canada, where the freight rates are different, or where 
the grain is going to Fort William for furtherance from 
that point, the former receives the Fort William price less 
the freight to Fort William. Now, much of that grain 
moving locally in Western Canada EE el at higher rates than 
the Crow's Nest level, but that does not reduce the price 
the farmer receives, I submit thet that clearly shows--- 
THE CHAIRMAN: What is thet last statement again? 
MR SINCLAIR: That if grain is used locally in 
Western Canada the farmer at his country elevator receives 
the Fort William price less the freight to Fort Wiliiam, 
THE CHAIRMAN: Less the freight to Fort William? 
MR SINCLAIR: Yes. The grain of course does not 
move to Fort William; it moves locally in the west at 
higher rates than the Crow's Nest level, but even when it 
does so the farmer does not receive less for his grain, 


THE CHAIRMAN: Does not receive less for his 


grain? 

MR SINCLAIR: Even though the freight rates are 
higher. 

THE CHAIRMAN: You mean the freight rates being 
domestic? 


MR SINCLAIR: Yes, 

THE CHAIRMAN: Yes, I see. Are you saying that 
if a farmer, for instance, sells his wheat to a mill 
located in Saskatchewan -- is that what you have in mind? 

MR SINCLAIR: I soy farmers sell their grain at 
the country elevator. 

THE CHAIRMAN: Oh, yes, you have the country 


€levator; I understand you now, 
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MR SINCLAIR: ‘That is where farmers sell the 
grain; they do not make, with rare exceptions, individual 
Sales, 

Mr, Armstrong described international whest 
“marketing conditions, and indicated that Owing to the 
great skill and experience of buyers, this rule of the 
incidence of freight rate changes will operate with 

special force in the case of wheat. 

On the other hand, Mr, Armstrong did not deny 
that freight rate increases would never be paid by the 
seller. That, however, would only occur when the seller 
W38S at 3 relative advantage in marketing, and might pass 
on any increase in costs to the buyer, in the sense that 
he would take the full amount of any increase in 3 seller's 
market or would in any event be well able to pey such 
increases, 

Now I would like to read one Short extract from 

the transcript which I think summarizes Mr, Armstrong's 
evidence on this question, and I think it is uUserul. EF 
1s at page 18451 of volume 98. Mr. Armstrong said: 

"The wheat market is definitely inclined to be 3 
buyers! market because of the greater Ski RE Lr rai 
opinion, and the greater wisdom of the buyers as 
compared to the sellers. JI think the Sellers have 
been inclined to be too timorous, and I believe that 
almost any alteration in the transportation charges 
will inure to the adventage or disadvantage of the 
buyer and not to the seller," 

Now I would like to turn to the instances that 
have been discussed here of ‘now that theory has worked 
out. Mr. Armstrong referred to what he at that time sug- 
gested was the only modern instance -- that was in May 


1929 -~ where, in 3 mistaken effort to assist United States 
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wheat growers, President Hoover induced the railways to 
make a voluntary reduction in wheat export freight rates 
in the United States, The result Wes a decline in Chicago 
wheat prices, Since this indicated the failure of the 
effort, the decreases in freight rates were taken out at 
the end of September 1929. The Chicago wheat market, then 
in ea declining trend, at once rose to compensate for the 
increased freight charge, 

Later I reminded Mr. Armstrong that there had 
been the instance of a decrease in freight rates on wheat 
in Canada, in July 1922, when the rate from Regina was 
reduced from 29¢ per hundred to the so-called Crow's Nest 
level of 20¢ per hundred, snd Mr. Armstrong informed me 
that it could be taken for granted that the same principle 
would apply. I used this instance during Cross-examinsation 
of Mr. Herries after checking the market records. The 
dovetailing between theory and effect in both these cases 
is striking. ‘the economists called by the Provinces, 
while not accepting that the instances cited established 
the theory, did not explain them, 

Mr, MacPherson Suggested that probably both these 
decreases in price -- that is, in the United States and in 
Ceneda .«- following decreases in freight rates, might have 
resulted from rainstorms which came at just the right moment, 
He did not Say whether sacute drought conditions had pre- 
vailed in the United States when the increase in freight 
rates was followed by an increase in price -- which woulda be 
8 logical extension of his argument, Disregarding Mr, 
MacPherson's weather Speculation, there is left Supporting 
Evidence that Mr. Armstrong's analysis of this problem has 
been borne out in the only three cases -- two of decreases 


8nd one of increase in freight rates -- which sre 8vailaeble 


for study in modern times, 
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Mr. Brownlee _ the only witness who attempted 
to criticize through evidence Mr, Armstrong's testimony on 
this Subject, but Solely on the ground that our evidence, 
especially in connection with the case in the United States 
in 1929, was based On 3 study of the movement of cash 
prices. Mr. Brownlee felt thet future prices should have 
been used, Since, in his View, they better reflect the 
long-term market trend, 

Now, I Suggest that his evidence reflects 3g mis- 
understanding of our position, Mr, Armstrong contended 
that, as soon as 54 foreign buyer noted an actual reduction 
in the cost of transportation, he would lower his cash bid 
price to that extent.’ In 9 weak market, that bid price, so 
lowered, would be accepted, 

There can be no method of measuring this except 
by Studying cash prices, since they elone reflect actual 
buying. When freight rates were reduced in the two cases 
quoted, the cash offers were reduced, the cash offers were 
accepted, because they involved no lower price to the 
farmer -- I think that is most important -- and the actual 
money received by the farmer was established, 

Now, Mr, Brownlee, I submit, correctly stated 
that the futures market, if expecting a freight rate 
reduction, would discount it shead of time, and they would 
know that there was going to be an increase or a decrease 
in the price of trensportation of grain, because the 
teriffs are published in sdvance. That is precisely why, 
dealing with the rate reduction in the United States in 
1929 as my exemple, Mr. Brownlee found that the futures 
market fell Slowly, somewhat shesd of the Single sharp 
decline in the cash market. I submit it must be evident 
that the cash market will act quickly in taking up the 


effect of 3 rate reduction; it will be in two days or SO, 
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I suggest that mr. Brownlee offered useful confirmation of 
Mr. Armstrong's Opinion, 

Speculators can make profits, if they are right, 
by discounting en expected fall in price. Farmers or 
other holders of actual wheat will certainly not sell cash 
wheat any more cheaply because they expect 3 freight rate 
reduction. The Speculator will lower his futures bid, but 
the farmer will not do anything with his price, Thst ia 
why I say you must look at the cash price, and the future 
price properly understood merely confirms what we are 
Saying. Farmers do not have to take eny lower price as a 
result of a rate reduction, while wheat dealers are pro- 
tected against any loss when the cash price falls, since 
their holdings are hedged in the futures market, 

Mr. Brownlee used, as you will recall, futures 
prices to show that the United States wheat market was in 3 
weak position in May 1929. I submit it is exactly in such 
Circumstances that we contend ¢ reduction in freight rates 
Will go to the buyer -- ag happened at the end of May 1929 
in the United States, and in Canada after the restoration of 
the Crow's Nest level of rates in July 1922. When I put it 
to him, Mr. Brownlee could only describe the instances that 
I was giving as mere coincidences. 

Now, I think, my lord, that I shoulda Say this, 
that our position appears to me to be this: There sre two 
€nds to the chain; one is the absolute buyer's market, and 
the other is the absolute seller's market. At either of 
those poles the farmer does not pay the transportation coat., 
As the market situation moves toward one pole or the other 
the amount that he might pay will differ. The closer it is 
to either pole the less he will pay. That is why I think 
the extract I read from Mr. Armstrong's evidence is go 


important, that generally Speaking you head a buyer's market 
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in wheat, so that, while there is almost always ea buyer's 
market in wheat, it may not be absolute, but it is close 
to being absolute, and there may be at one time the farmer 
paying some of the transportation cost -- sometimes a 
little more, sometimes 3 little less; but, with 911 due 
respect, I do not think that Mr. Brownlee's evidence is 
worth much when he says that the buyer peys the trensporta- 
tion cost from Fort William but the farmer pays it to 
PovtewWiLlitam.°:I say things do not work that way in the 
wheat market. That is just a convenient way of establishing 
@ base price, and it is an ides that epparently gives 
people an easy rationalization of the net that the farmer 
Peel ves susl say itiisa a false rationalization. 

Now, I think it incumbent upon me, my lord and 
Mr. Commissioner Angus, to deal with the evidence on cross- 
examination of Mr. Jefferson, Mr. McDougall and Mr. ‘Arm- 
strong on this point of Crow's Nest rates, and I think I 
can do it in a sentence. I submit that the cross-exemina- 
tion does not produce anything that I can find or that can 
be found to destroy one Jot or tittle of the clear, factual 
and experienced-opinion direct evidence which they gave. 

The Canadian Pacific recognizes that it is 
@ possibility that the western farmer, under circumstances 
beyond his control, may require assistance, Assistance, 
however, should not be given by fixing at an unduly low 
level one segment of the total transportation cost, thus 
establishing unnecessary rigidity. 

That fixing unduly low freight rates does not 


¢ 
€nure, at least in whole, to the benefit of the western 


farmer, was made clear by Mr. Armstrong. The ocean shipping 


Owner or the overseas buyer may well be getting _, the ad- 
vantage of an unduly low freight rate on grain for export. 


(Page 19811 follows) 
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On grain consumed in Eastern Canada, the advantage 
may be going to those who eat bread in Ontario and 
Quebec and the Maritimes. 

I submit proper morkiting policies are the 
greatest insurance the western farmer hag of getting 
the proper price for his wheat, if he has wheat to 
Sell and currency difficulties can be overcome. If the 
western farm economy, in Spite of proper marketing 
policies, requires assistance, that assistance should 
be given in a way that is sure to reach him by a direct 
payment. 

Canadian Pacific recognizes that there is a 
deep-rooted feeling among western farmers that they 
require the Crow's Nest level of rates. Dr. Britnell, 
in answer to Mr. Covert, said that they would require 
them even if wheat went to $5.00 per bushel (Volume 104, 
page 19212). 

Mr. Harries, in answer to Dr. Angus, could not 
See a departure from the Crow's Nest level of grain 
rates except, possibly, if there was inflation to the 
degree that has taken place in France ( Volume 104, 
page 19355.). That western farmers wasn some special 
advantage when they do not need it, meay-weil be questioned. 
That western farmers think they have an advantage, on 
the other hand, when they have not one, is understandable 
in view of the use that has been made of the Crow's 
Nest Pass rates as a political issue. The western 
farmer certainly has no less interest in adequate and 
efficient railway transportation than other Canadians. 

THE CHAIRMAN: Please tell me what you 
mean there by "political issue". Did we have any 


evidence about that? 
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MR. SINCLAIR; Well, my lord, I think the 
most cogent evidence I can give you is something that 
happened during the course of these proceedings. We 
were discussing and we had before your Commission, the 
question as to whether you would go into the matter of 
the compensatory nature of the grain rates. Now, while 
you had that under advisement and it was sub judice, 
there was a meeting up the hill of 32 western Liberal 
members, and they issued to the press a Statement, and 
I quote from that Canadian Press dispatch dated Ottawa, 
November 15, 1949;- 

"Thirty-two western Liberal members 

of the House of Commons said today that they 
would fight any recommendation to remove 
western Canada's low freight rates on grain 
and grain products which has been proposed 
before the Royal Commission on Transportation. 
The proposal has been made by the Canadian 
Pacific Railway, which contends that the Sta« 
tutory: Crow's Nest rates are not paying 
their way. Mr. Leslie Mutch (an advertising 
man from Winnipeg, representing Winnipeg 
South - he is a Veterans Affairs Parlia- 
mentary Assistant, )today issued a state- 

ment signed by the thirty-two members 
declaring that a recommendation for any 
change in the freight rates would be met 
head-on by them in a no-quarter Pignt. 

The statement said: ‘Western members have 
discussed the C.P.R. threat at length and 
desire to protest any action which would 

seek to implement the C.P.R. Brief in this 
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Now, my lord, there is a declaration from 
thirty-two members of Parliament before they know 
the facts. When you have got a matter sub jJudice, 
they go forth and make this Statement, and then we 
have Mr. Brownlee. What does he say to us? "Take 
your case to Parliament, get your just and reasonable 
rates from Parliament." That is what I mean by a 
political issue, my lord. 

THE CHAIRMAN: Did any other group of 
Parliamentarians take issue with these thirty-two 
men you mentioned, take the other side of the case? 

MR. SINCLAIR: Not that I know of. 

THE CHAIRMAN: TI see. When you said it was 
made a political issue, I thought you meant a conflict 
between politicians on one Side or the other. You 
didn't mean that? 

MR. SINCLAIR: OH, GI Rent say, the western 
farmer certainly has no less interest in adequate and 
efficient railway transportation than other Canadians. 
That the Crow's Nest Pass rates have a psychological 
basis was demonstrated by Dr. Britnell. He looked upon 
any departure from the Crow's Nest level of rates, even 


On grain moving from Fort William to Eastern Canada 


for consumption there, as the "thin edge of the wedge"; 


would not even discuss it on the merits. We had 
demonstrated to us in Dr. Britnell, the expert witness 
who, on his own admission, became the spokesman for 
a pSyehological attitude. 

Now, my lord and Mr. Commissioner Angus, in the 
concentrated evidence of earlier this week opposing 


the proposal of the Canadian Pacific regarding the 
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So-called Crow's Nest level of rates, your Commission 
may well have forgotten that there are others besides 
the Canadian Pacific who do not support the principle 

of rigid Statutory rates or imposing on traffic other 
than grain an additional burden through the maintenance 
of unduly low grain rates. Now, I would like to suggest 
that there is 4 large section of the Canadian public 
that pays the freight charges who are against the 
principle of Section 325 (5) and (6) that we are dis- 
cussing. My friends may Say; few have come forward 

to say 60. It 18 easy for me to understand why they 
have not Undoubtedly the western farmer has considerable 
purchasing power. His attitude to this issue is known. 
Many business enterprises are acutely conscious of that 
fact, I @an also understand, with the complexities of 
grain marketing and the somewhat extensive history 
involved in this matter, many would feel that they were 
not sufficiently informed to stand what would certainly 
be a rigorous Cross-examination from provincial and 
western interests. 


I recall, however, to your Commission, the 


positition taken by the Canadian Manufacturers! Association. 


Their evidence on this point will be found in Volume 
30 pe are: runs generally from pages 5707 to 5902. 
The Canadian Manufacturers! pee abt eye made it 
abundantly clear that in their view the existence of 
the Crow's Nest level of rates was causing higher rates 
to be charged on other traffic, and wanted that 
Situation rectified. 

Also appearing before the Commission in Toronto 
was Mr. Paul on behalf of the Cenadian Industrial 


Traffic League. Now, I say both those organizations 


————e 


‘ig 
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represent large shippers and people who are of the 

first rank of citizens in our land. Mr. Paul's evidence 
will be found in Volume 31, pages 5960 to 6068. On 
behalf of his organization Mr. Paul made it clear that 
they were against Statutory rates because such rates 


were removed from the jurisdicaion of the Board. That 


is at pages 6018-9. .Mr. Paul's organization wanted to 
have the Statute repealed and these rates, like all 
‘other rates, put under the jurisdiction of the Board. 
That is at page 6063. Mr. Paul's organization supported 
the view put forth by the Conadian Pacific that if the 
farmersneeded special assistance they should receive 
it directly from the Dominion Governnt tt. 

When the Commission heard evidence in Vancouver, 

Mr. Alton appearing on behalf of the British Columbia 
Feed Manufacturers '! Association, and Mr. Bolton 
appearing for Pacific Mills Limited, also expressed 
the view that unduly low rates on grain should not be 
maintained. Mr. Alton stated at page 3063 that he was 
not in favour of the principle of establishing rates 
by Statute. During Mr. Covert's examination 
of Mr. T. C. Norris appearing for the Vancouver Board 
of Trade, Mr. Norris took the position that the granting 
of bere fits through maintaining low rates was wrong 
in principle. It was his view that a level of rates 


established in 1897 to go on for all time without taking 


into account changing economic conditions, was detrimental. 


His evidence on this point will be found in Volume L5 
at pages 2793-2795. 
I would also ask your lordship to recall the 


Maritime Transportation Commission. I don't want to place 
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their position too highly, but I think a consideration 
of what they said and how they stood ana what was said 
by Mr. Matheson, is of some benefit, recognizing that 
he was not going to take any adverse position to his 
friends through rate cases for so long a time if he 
could possibly do so. 

I submit Canadian Pacific has made a clear case 
for the repeal of the proviso to Section 325 (5) ana 
sub-section (6) of 325. TI woulda ask that to be the 
vecommendati gn Of your Commission in its report to 


Parliament. 


In support of our Submission, I say we have 


proved what we propose will not be adverse to the 
western agricultural e€conomy. As a westerner, I 
earnestly beseech you to include in your recommendation 
to Parliament, that, if assistance ig required at any 
time by the western farmer to maintain his economy in 
balance with the rest of the Canadian economy, that 
assistance be granted to him by Parliament, and that 
Such assistance be paid to him in such a manner that 

he is sure to receive it. 

I submit that retention of grain rates under Figia 
Parliamentary control will prevent such rates being dealt 
with on the merits, and this will undoubtedly be detrimental 
to all traffic other than grain and, I Submit, to Canada 
as a whole. 

I submit it is abundantly clear that the retention 
of the Crow's Nest level of rates as now operative in 
our rate structure, cannot be Supported on a Sanctity 
of contract basis; it cannot be Supported, in my earnest 


Submission, on a basis of necessity; nor can it be Supported 
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on economic principles, Retention of grain rates 


under Parliamentary control might be Supported on a Oe 


psychological basis, but I Say that they should not. 


Thank you, my lord. 


(Page 19818 follows) 
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ARGUMENT BY MR, SPENCE 

May it please the Commission, Mr. Sinclair has 
covered the historical and economic aspects of the problem 
of the Crow's Nest rates. I propose to direct my argument 
to the objects, needs and results of the change advocated 
in our submission. To begin with I should like to 
emphasize - and this is perhaps the main theme and essence 
of my whole argument -- that what we are proposing is based 
fundamentally and entirely upon justice and reasonableness. 
It is our submission that,while in 1897 the rates estab- 
lished on grain and flour were only slightly below a just 
and reasonable level,the passage of time accompanied by 
unprecedented changes in the conditions under which both 
the shippers and the railways find themselves has caused 
the statute to enforce now an ungust and unreasonable 
résuirc. 

We say that any statute that fixes permanently and 
rigidly any rate level in. achanging economy will inevitably 
before long bring about an injustice to one partyor the 
other, the shipper or the carrier. It is for this very 
reason, the need of adjustment of rates from time to time in 
a changing economy, that Canada has a regulatory body set up 
for the purpose of studying the needs of Shippers and 
carriers, of establishing basic principles of fair dealing 
between the railways and the public, and of applying those 
principles to the regulation and adjustment of the rate 
structure. 

It is a strange anomaly - and one that I Submit should 
persist no longer - that Canada, having set up this body 
to see justice done in the matter of rates, still withholds 
from the benefit of that justice some of the most important 
rates in the tariffs. 


AS one who has been appearing almost constantly before 
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the Board of Transport Commissioners for about the past 
fourteen years, I Should like to Say a few words to 
this Commission about that Board, [I think it is time 
that, in view of what has been said in the last two or 
three years not only before this Commission but in the 
press and elsewhere, gome frank words were Spoken, 

The Board of Transport Commissioners has, since 
its inception in 1903, had upon its panels many eminent 
and learned men who have given their best efforts, some 
of them over qa very long period of years, to developing 
and building up a sound body of Jurisprudence upon the 
Subject of regulation of railways. To that end thay have 
not only exercised their best Judgment but they have drawn, 
to the extent that they felt Proper for application in 
this country, upon tried and established principles of 
regulation of both Great Britain and the United States. 

One of the most eminent of these gentlemen was 
Dr. S. J. McLean who had the initials after his name of 
C.M.G., M.A., LL.D., and PR. D; Dr. McLean, between 
1899 and 1901, had prepared 4 report for the Minister of 
Railways and Canals on the subject of rate regulation 
in Great Britain ana the United States. In 1901 he haa 
been appointed by the Dominion Government a Commissioner 
to report on railway rate grievances in Canada. On the 
basis of his report,submitted to Parliament in 1902 as 
Sessional Paper 20A, the legislation providing for the 
Organization of the Board of Railway Commissioners was 
drafted and became embodied in the Railway Act. 

Dr. McLean continued as professor of transportation 
and commerce in the department of political €conomy of the 
University of Toronto until 1908 when he was persuaded 
to leave that post to become a member of the Board. He 


Served constantly upon the Board from that time until 
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the year 1938. It is his Judgments in practically every 
freight rate case over that period of 30 years of the 
Board's existence - and there were hundreds of those 
cases - that laid the foundation of the Board's juris- 
prudence in ratemaking as we know it teday. Those judg- 
ments were in every case careful, well reasoned and 
impartial expositions and decisiens upon the problems of 
ratemaking. 

The jurisprudence go established by the Board over 
this period of years has of course been subject to some 
change and extension and elaboration since the time of 
Dr. McLean, but the foundation is Still there in its 
entirety, and I challenge my learned friends of the 
provinces to point to any Single basic principle of the 
Board's jurisprudence that is not founded firmly upon 
Justice and impartiality as between the public and the 
railways. 

It is very easy for parties who are dissatisfied 
because they have not had all of their arguments 
accepted by the Board to make the statement that the 
Board has applied wrong principles, that its attitude is 
either too legalistic on the one hand or,on the other 
hand,a complete departure from the established principles 
of ratemaking .. I have in mind particularly the judgment 
of the Board in the 21% case which led to so much 
agitation by the provinces. I submit, however, that if 
that judgment is examined point by point and reason by 
reason in the light of what the Board over a long period 
of years has found to be the wisest and most reasonable 
methods andprinciples of ratemaking, it will be found 
neither to follow slavishly and unreasonably the previous 
Judgments of the Board, nor on the other hand to abandon 


those principles where they could be oroperly applied 
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to the case presented. 

Under the provisions of the Railway Act the Board is 
placed in the position of Supervising and regulating the 
rates and tolls charged by the - Yrailways. In the 
ordinary course it is the function of the railways to 
propose the rates to be Charged but the Board is placed 
on guard by Parliament to ensure that no rates shall be 
allowed that are unjustly discriminatory or unv¥.ust and 
unreasonable. There have been cases to hold that it is 
the Board's function to fix and maintain reasonable 
rates, and I need only point to the case of Canadian 
Pacific Railway vs. the Province of Alberta et al, 64 
C.R.T.C.,129, which will be off the press in a few days, 
in which the Supreme Court of Canada has once again 
affirmed the principle of the Board's duty to fix 
Just and reasonable rates, and that this is a function 
that the Board must exercise, 

The proposal that we are advancing in respect of 
the Crow's Nest rates is essentially simple. it is that 
Since we have a Board equipped, qualified and experienced 
in finding what are just and reasonable rates, that Board 
Should be entrusted with and required to determine what 
are just and reasonable rates for the carriage of grain 
and flour in western Canada, and that Such rates when 
found should be applied. There have been statements in 
some of the briefs read to this Commission that if that 
course were taken shippers of grain would be left defence- 
less against the railways. Nothing could be further 
from the truth. The interests of the Shippers would be 
carefully guarded by a body whose primary and almost only 
reason for existence is to see to fair play between the 
public and the railways. What these Shippers and their 


representatives here overlook, or perhy ps will not see, 
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is that just and reasonable rates are rates that are just 
and reasonable to those Shippers themselves. 
We have no thought of Suggesting anything that is not 
from every aspect just and reasonable te the Shippers as 
well as to the railways, and the only inference that 
Can be drawn from the Opposition that is made to this 
proposal is that the representatives of the shippers 
before this Commission do not want justice and reasonable- 
ness to be applied. [I might remind the Commission of the 
point to which Dr. Britnell came whenhe was cross-examined 
on this question by Mr. Sinclair;at page 19238 Mr. 
Sinclair asked him: 
"Q. Now, may I ask you again as to whether 
the Western Provinces are prepared to support 
the payment of just and reasonable rates, 
whatever that amount might be, for the move- 
ment of grain from country elevators to the 
lakehead?" 

The answer that Dr. Britnell gave was: 
"A. If you will let me define the "Just and 
reasonable'!'"-- 

I submit there can be only one definition of what is 
Just and reasonable, and that definition must be establish- 
ed by a skilled and impartial tribunal. if you are going 
to reject that tribunal's finding and substitute for it 
the view of one of the interested parties as to what he 
would accept you are not going to arrive at a just and 
reasonable result. Consequently I say again that the 
very fact that there is opposition to the imposing of a 
Just and reasonable level of rates shows that the Oppon- 
ents prefer not to have justice applied. It then follows 
Without question that in their view an injustice is now 


being done to the railways. Dr. Britnell's theory seems 
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to be that there is one standard of justice for shippers 
but another standard of Justice tbr eaten that carry 
their goods. I submit that this is contrary to every 
concept of law under which we live, and that it should 


not be recognized or condoned by this Commission. 


(Page 19825 follows) 
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We have been asked to define exactly what powers we propose 
Shall be put into the hands of the Board of Transport 
Commissioners in respect of grain rates, My answer is 
that the Board Should have exactly the same powers and 
duties with regard to those rates that they have with 
regard to all other rates in Canada; that is, that the Board 
is bound to maintain those rates at a Just and reasonable 
level, @ level that will be just to the Shippers as well 
as to the railways, 

The question has been asked as to what is meant by 


& just and reasonable level, and what factors are to be 


taken into account in determining what is Just and reasonable, 


It is not for the railways nor fer the Shippers to define 
what is just and reasonable; in fact, I do not think that 
any definition could be framed that would precisely delimit, 
for application in general to every case, what was just and 
reasonable. It is for the Board to determine in every 
individual case, by 4 balancing of every relevant factor, 
what is the just and reasonable result in that particular 
case, When I say "every relevant factor", I would point 
out that the Railway Act does not, should not and cannot 

say what is just and what is unjust for purposes of app~ 
lication to the myriads of different circumstances, con-= 
ditions and factors that may be presented in varying degrees 
to the Board in the cases that come before it. It is very 
evident , from a study of all the cases on this question 

that have come before the Board throughout its history, that 
there are never two cases alike, and that the Board must 
always be bound to use its own skill and experienced judgment 


in weighing those factors, 


I have been questioned by this Commission as to 


whether we are now proposing that the Board shall now be 
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made &@€n economic planning board. The first point raised 
by that question is what is meant by an economic planning 
board. My understanding of the term is that it means a 
board whose duty it is to Study the whole economy of Canada 
and to lay plans and to make recommendations designed to 


further the economic progress of the country. I would not 


Suggest for a moment that the Board of Transport Commissioners 


be required to undertake such a study; and certainly in our 
Proposals as to the Crow's Nest Pass level of rates, there 
is nothing that would require the Board to form itself into 
such @ body. On the other hand, I do say that the Board 
would be and should be at full liberty to take into account 
the influence of economic factors upon the question of wha t 
is just and reasonable. 

THE CHAIRMAN: Do you say that the Board has that 
power now? 

MR. SPENCE: Yes, my lord. The distinction that 
I make is very similar to the distinction between 2 court 
of law and a legislative body. A court takes the facts 
and circumstances that are applicable as it finds them and 
determines the case before it on that basis. A legislature, 
On the other hand, decides what the law shall be in the 
future. It plans ahead and decides what Should be made the 
law for the purpose that it hopes to achieve. The Board 
of Traysport Commissioners, like a court, takes economic 
facts as well as all other relevant facts as it finds them, 
and decides what is just and reasonable on the basis of 
those facts. 

THE CHAIRMAN: What has the court to do with 
economic facts? You said that, as a court does, the Board 
takes economic facts. _ 

MR. SPENCE: Like a court, it takes the facts that 


are before it, including the economic facts, 
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THE CHAIRMAN: The economic facts? 

MR. SPENCE: Yes, my lord, 

THE CHAIRMAN: Would that not depend on the nature 
of the case before the court? 

MR. SPENCE: Yes, the relevant economic facts. 
But I will come to that point in a moment. 

THE CHATRMAN: The difficulty is this. We are 
dealing now with a body that has to proceed, from day to 
day, to the same task of seeing that just and reasonable 
rates are imposed, 

MR. SPENCE: Yes. £ 

THE CHAIRMAN: Do you say that, running through 
all that, they must take into account economic considerations 
as well as others? 

MR, SPENCE: Yes, my lord. I am coming to that 
point in &@ moment. 

THE CHAIRMAN : Whereas, in the case of a court, 
the court may have a case once in a while, more or less 
often,where there is some economic question involved but 
it does not necessarily pervade the court's work from day 
to as it does the work of a board such as this. 

MR. SPENCE: No, my lord. There is a different 
type of case coming before the courts, &@s a rule, from the 
type coming before the Board. All TI say is that there 
is this general comparison. The Board and the courts take 
account of the facts placed before them. Some of those 
facts may be economic facts; other facts may be entirely 
divorced from economics. But it is just the facts that 
are placed before the Board, and that it is aware of, that 
it takes into consideration. 

THE CHAIRMAN: We as a Commission cannot pass 
Over lightly or, putting it more strongly, we cannot ignore 


what the powers of the Board are, on what principle the 
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Board proceeds, whether or not the different parties before 


US now are satisfied with those powers as they are and whether 


they want them altered in any respect, 
MR. SPENCE: Yes, 


THE CHAIRMAN: T reaq to you yesterday the latest 


pronouncement we have been able to fina on that question 
by the Board itself. As you will remember, it is on pages 
53 and 54 of the 21 per cent judgment. 

MR. SPENCE: Yes, my lord. Tf was coming to that 
matter ina moment, if I might be allowed to proceed, 


THE CHAIRMAN: There the Board does say that it 


is not entirely free. Just to refresh your memory, I will 


read to you again this passage. After discussing these 


various factors, some of Which you yourself have mentioned, 


the Board says: 
"In so far as these different considerations are 
concerned, the Board can Sive effect to none of them 
in connection with any rate Question... They -«"' 


That is, the Board, 


"m= are concerned Simply and wholly with the 


question of the reasonableness of the toll which the 
railway company is Seeking to collect for the carriage 
of a given commodity, irrespective of how it is made, 
or whence it comes," 
MR. SPENCE: . Yes, my lord. 
THE CHAIRMAN: How do you bring economic factors 
into that kind of a limitation? 
MR. SPENCE: If I coulda 80 ahead for a moment, «= 
THE CHAIRMAN: Yes, I want you to, 
MR. SPENCE: =-=I am coming to that point. TI have 
Tread that case. I have that case in mind. 
THE CHAIRMAN: I read it for that Purpose, to 
indicate the advice that I was seeking to get from you. 
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MR. SPENCE: I say that economic facts,as dis- 
tinguished from economic planning are considéréd by the 
Board; that is, the Board considers the facts but it does 
not attempt to change the facts. The Board has said many 
times that it ea no right to act as an arbiter of industrial 
policy and Ge as not empowered to put in rates simply 
to develop traffic, That, of course, would be planning for 
the future and it would Obviously be a matter for a different 
kind of tribunal, namely,one that could decide with authority 
Whether it was in the best interests of the country that 
industry, for example should be encouraged to develop in 
one area and should be discouraged from developing in 
another area. Such a power is quite obviously beyond the 
jurisdiction of the Board of Transport Commissioners since 
it involves a consideration of many factors not related in 
any way to transportation. 

As your lordship pointed out, the Board has said 
the same thing in another way in pointing out that rate- 
regulating commissions have no right whatever to attempt 
to equalize geographic, climatic or ecomomic conditions. 

Any attempt of this kind would be the same sort of planning 
for the future and would involve the power to rearrange at 


will the industry of the country. However,the mere fact 


that the Board cannot attempt to equalize economic conditions, © 


for example, does not mean at all that it cannot take into 
consideration the economic conditions as well as any other 
conditionsthat actually exist and that have a bearing upon 
the question of whether a particular rate is a just and 
reasonable rate. I have in mind -- 

THE CHAITRMAN: Pardon me a moment, Mr. Spence, 
but it has been said before us == and you have heard it from 
time to time -=- that one of the economic considerations in 


Question here is that the wheat in question goes forward to 
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Other parts of the world, to a common market with wheats 
coming from elsewhere and that there it has to compete, so 
we are told, with wheat from, say, the Argentine, Australia, 
Russia and various countries, travelling different distances 
and at different rates and so on. It has been said that 
Canadian wheat, in respect of distance, is placed at a y 
great disadvantage and that that is one of the reasons why 
this very contract was entered into, in order to ensure 
Cheaper transportation than would otherwise likely have 
prevailed. Do you say that the Board, as it is now, if 
we asked them tomorrow to fix rates here, would take those 
economic factors into consideration? 

MR, SPENCE: TI think they would have an influence 
On the Board's decision, yes, in this way; the Board always 
takes into consideration the value of the product or the : 
value of the commodity, in fixing a rate. The value of the 
commodity is influenced by its marketability. There is 
therefore that influence in the fixing of the rate, in 
arriving at what is a just and reasonable level. 

THE CHAIRMAN: Are you quite sure that,if the 
Board were to fix a rate which, on the face of it,was very 
low and were to give as its Justification that this low rate 
was fixed within Canada in order to ellow this wheat to get 
Overseas as cheaply as possible, in order to compete there 
with other wheat from areas not so far distant from the 
market and so on, you would be satisfied with such @ finding 
and that you would say that was a proper exercise of dis~= 
cretion by the Board? 

MR. SPENCE: If the Board based its decision upon 
the finding that it was just and reasonable to fix the rate 
for grain at a low level, taking into account existing 
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THE CHAIRMAN; Having regard to the ultimate 
destination of the grain, 

MR. SPENCE: ‘That 1s one of the circumstances, 

‘THE CHAIRMAN: Do you think that the Board would 
be justified in fixing rates here on considerations of 
that sort? 

MR. SPENCE: It ig not for me, my lord, to say 
Whether the Board ow. 

THE CHAIRMAN: T am not asking you that question 
in the void. I am asking it because we are told that 
considerations of that kina actuated the parliament of 
Canada in 1897, 

MR. SPENCR; Yes, my lord, 

THE CHAIRMAN: Could similar considerations actuate 
the Board in fixing rates, properly and legally? 

MR. SPENCE; [ think so, my lord, 

THE CHAIRMAN: You would be satisfied with that? 

MR. SPENCE: If a rate were fixed by the Board, 
taking that consideration &a3 Well as all other considerations 
into account, we would be satisfied that the Board was 
exercising its best Judgment in deciding what was Just and 
Peasonable in those ciraumstances; that is, just and 
reasonable to the man who had to market his goods in Europe . 

THE CHAIRMAN: Despite what I have read to you | 
Several times from the last decision of the Board, in which 
they say that they are concerned simply and wholly with 
the question of the reasonableness of the toll which the 
Company is seeking to collect for the carriage of a given 
Commodity, irrespective of how it is made or whence it comes, 
You would add to that statement, "or whither it is going"? 

MR.SPENCE: There is always << 

THE CHAIRMAN: What I should really like to know is 
this. I should like to know whether you, speaking for the 
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Canadian Pecific Railways, or anybody else, speaking for 
any other interests such as the provinces or the various 


organizations, wishes any amendment to be made to the 
t 


4 
Railway Act in order to alter/in any way either by extending 


or by restricting the powers of the Board in the fixing of 
freight rates, 

MR. SPENCE: The fixing of rates on grain? 

THE CHAIRMAN: Any rates, 

MR. SPENCE: Any rates? 

THE CHAIRMAN: Including rates on grain, 

MR. SPENCE: I think I can say definitely that we 
are not proposing any change whatever in the powers of the 
Board as to their duty to fix Just and reasonable rates, 

THE CHAIRMAN: You would leave the Act as it is? 

MR. SPENCE: We would leave the Act aa itcla; $8 
my lord. 

THE CHAIRMAN: All right. 

MR, SPENCE: That, I should add, is because we 
think that they have all the necessary powers now in order 
to arrive at just end reasonable rates. 

THE CHAIRMAN: You think that this last statement 
Or paragraph which I have just read does not show any 
limitation whatsoever? 


MR. SPENCE: I think that that statement is only 


saying that the Board is not an economic planning board. It 


is not planning for the future. It cannot rearrange the 
industry of the country. It cannot equalize economic con= 


ditions, geographic conditions or climatic conditions. 
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It has to take those conditions as it finds them, but it 
can bear in mind that those conditions exist when it is 
finding the just and reasonable rate, 

For example, let us consider the steel companies 
in C.nada -- the Dominion Steel snd Coal Company at Sydney, 
the Steel Company of Canada at Hamilton, and the Algoma 
Steel Company at Ssult Ste, Marie. Now, if the Board were 
to be fixing a rate or if it had a complaint from the 
Dominion Steel and Coal Company as to a rate from Sydney 
to say Toronto, the Board would take into account, no doubt, 
that the Dominion Steel ond Coal Company had the best 
reason in the judgment of its directors for establishing 
its plant at Sydney; that is, the plant at Sydney is close 
to the source of Supply both of ceal snd iron ore. The 
Algoma plant is close to the iron ore deposits, and has 
coal available across the lake by water, so it is estab- 
lished there because it thinks that that is a good place 
to set up its plant. 

THE CHAIRMAN: Does not the western producer of 
Zrain go to Alberta, Saskatchewan snd Manitoba with the 
Seme consideration in mind, that that is where he can grow 
wheat? 

MR SPENCE: Yes, my lord. Then the Steel Company 
of Canada establishes its plant in Hamilton, because it is 
in the middle of its market, so it thinks that that is the 
best place for it. 

THE CHAIRMAN: They all pay the same freight rate. 

MR SPENCE: But they have greater distances, my 
lord, 

THE CHAIRMAN: I know, but they ell pay the same 
rate, do they not? 

MR SPENCE: Possibly so, my lords; I do not know 


how in actual fact their rates balsence up. 
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THE CHAIRMAN: Well, that is the complaint. 

Those of them which are farthest away from the centre of 
market complain that they are compelled, for instance, to 
Submit to the same increases horizontally, which alters 
their respective positions, 

MR SPENCE: Well, I am not speaking at the moment 
of horizontal increases, I would like to leave that to Mr. 
Evans to speak of, 

THE CHAIRMAN: No, I am not raising it now. I 
just meant to Say that whatever the rate is today is the 
Some; whether the load, the carload, comes from Sydney or 
comes from Hamilton or comes from Algoma, the same rates 
are charged, sre they not? 

MR SPENCE: TI do not know, my lord; I cannot say. 
But what I was putting up was just a hypothetical case at 
the moment. 

THE CHAIRMAN: They are subject to the Same per- 
centage increases, 

MR SPENCE: Oh, yes, I would think so, But the 
Boserd in dealing with those three Steel companies cannot 
Say, "Now, we are going to equalize your geographical con- 
ditions." The Board Says, "We cannot give the Dominion 
Steel and Coal Company the same rate in dollars -- that Bo 
the same charge in dollars -- to Toronto Py company 
has," but the Sydney company must have taken into account 
that it was at a distance from its market when it put its 
Plant there, and they were balancing the economic advantages 
in locating there, end “311 that the Board can say is, "We 
Will give you a rate, we will not allow a rate to be 
Charged against you that is not fair end reasonable to you 
dn all the circumstences." 

COMMISSIONER ANGUS: Mr. Spence, does it follow 
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national policy with an €conomic planning aspect to it, 
it cannot be realized through the Board but must be 
imposed on the Board? 

MR SPENCE: Tf would agree with that. 

COMMISSIONER ANGUS: Is not the whole argument 
really whether these rates are such-a policy? 

MRM SPENCES: oo would think SO, yes. I think that 
if planning is to be made for the future, if the economic 
Structure of the country is to be altered or influenced, 
it should be by design of another body rather than the 
Board, But if Such a body were set up there might be some 
difficulty as between the Jurisdiction of the Bosrd and the 
jurisdiction of the planning body, 

THE CHAIRMAN: Isn't that your very 

complaint here, Mr, Spence? You Say that in effect, in 
regard to these perticular freight rates, they have been 
fixed by another body, that Ls), hy Parliament, with con- 
Siderations in mina which you do not think proper ones, 
because you Say they sre considerations of economic policy, 
Lone that BENE? 

MR SPENCE: Yes, they have been fixed on consider- 
ations of economic policy, budircr Say that those considera- 
tions of economic policy are much broader than the trans- 
portation question, and that they should not be dealt with 
aS part of the transportation question, that the rates on 
Srain in Western Canads Should conform to the Structure of 
the rest of the transportation Set-up in Canada, and that 
cP cin Planning the economy of Canada something else must 
be done, it should be done apart from freight rates, it 
Should be done as a matter directly between the Dominion 
Government snd the farmers, not getting the railways mixed 
up in it, because getting the railways mixed up ‘dn -£t 


Causes all kinds of repercussions in the rest of the freight 
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rate structure and causes injustice to the other shippers of 
Canada. 

Now I would like to go on to point out that almost 
every factor that the Board does take into consideration in 
deciding its cases is in fact an €conomic factor, for 
example, the value of the commodity is an economic factor 
that is invariably taken into consideration by the Board, 
The value of the commodity is itself influenced by a number 
of economic factors. The cost of service provided by the 
railway is another €conomic factor. The ability of the 
commodity to move in the greatest volume at the best return 
to the railway is determined by the balancing of a whole 
Series of economic factors. All of these matters may be 
quite Properly taken into eccount by the Board in determining 
What is the just and reasonable rate to be applied to the 
commodity in question. 

Now, your lordship and Mr, Commissioner Angus ques- 
tioned me yesterday .as to whether [I considered that the 
Board could vary a rate in accordance with the fluctuations 
in the value of the commodity. I think one portion of the 
enswer to that question may be found in the cage of Saanich 
Fruit Growers 'Association Vv. Express Traffic Association, 43 
C.R.C. 362, at page 366, and I might Say this part of the 
Case is quoted--- 

THE CHAIRMAN: What year was this, Mr, Spence? 

MR SPENCE: TI haven't it here, my lord, 

The case is quoted in the pemphlet eopy of the 
Board's judgment of March 30, 1948, in the 21% Case, at page 
45 of the judgment. It is pointed out in the Saenich case 
that rates that bore 3 fixed relationship to the fluctuations 
in the prices of commodities would have no permanency, and 


Might vary from day to day; such a principle of rate-making 


Would be impracticable, and has never been accepted in any 
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Country as a valid snd proper principle, 
THE CHAIRMAN: I see I have it here. They say 
the proposal was that rates should be fixed to bear a 
relationship to the fluctuations in the prices of the 
commodities. Well, they put that aside. They say: 
"Rates so fixed would have no permanency, nor would 
they necessarily have any relation to the cost of 
service or other factors that ore controlling in the 
establishment of rates, and this has never been 
accepted in any country as 3 valid, practicable, or 
proper principle of rsate-making," 

That is what you were referring to? 
MR SPENCE: Yes, my lord. 
I would like to point out, on the other hand, 
however, that section 325(5) of the Railway Act gives 
powers to the Board to change, alter--- 
THE CHAIRMAN: Pardon me a moment. Since you 
have given that case to us, I note it goes on to say: 
"General increases and decreases in rates have been 
based upon cost of operation to which the cerriers are 
Subjected. Cost of transportation does not gO up and 
down in step with commodity price levels anda fluctuation 
in commodity price levels" 

and so on, 

MR SPENCE: Yes, my lord. I was just going to 
Speak of that. 

THE CHAIRMAN: All right. Well, you gave us the 
Citation, 

MR SPENCE: I wanted to point out that subsection 


5 of section 325 of the Act gives power to the Bosrd to 


change and alter rates as changing conditions or cost of 
transportation may from time to time require. 


THE CHAIRMAN: Wel], that is the Act, 
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MR SPENCE; Yes, my lord, 

THE CHAIRMAN; We have it in the last judgment 
of the Board how they interpret that Act. Thetis why we 
were anxious to know here whether your company wished to 
leave the Act ig Lt ta, having regard to the interpretsa- 
tions placed upon it by the Board itself, to alter it in 
any way. You Say you do not want it altered in any way; 
you want it left as Lt Ls? 

MR SPENCE; Yes, my lord, because we think it is 
quite adequate in its present form to do justice at all 
times. 

THE CHAIRMAN: In the event, then, of these 
particular rates, the Crow's Nest Pass rates, being 
handed over to the Board, you would have the Act applied 
to them just as it is applied to all rates? 

MR SPENCE: Exactly, my Lord: exactly, yes, 

Now, Speaking of the power of the Board to 
change and alter rates as changing conditions or cost of 
transportation may from time to time require, I would 
point out that in the ordinary course wide fluctuations 
usually occur more or less Simultaneously in the values of 
verious commodities in conformity with periods of prosperity | 
or depression, Now, railway costs follow to some extent if 
the same fluctuation, So that the changes or variations in ; 
rates ordered by the Board to accord with changing conditions 
have usually been by means of Seneral rate incresses and 
decreases, However, I do not think that there is anything 
in the Act that would prevent the Board--.- 

THE CHAIRMAN: Isn't that important too, besring 
On the whole question, thst the Bosrd acts by general im- 
Positions? It provides for a general increase or 3 general 
decrease, 


MR SPENCE: Yes, my lord, 
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THE CHAIRMAN: And then the railways ere left 
free to operate benesth the ceiling so established, which 
may be higher or lower. 

MR SPENCE: Yes, in cases of competition. But 
I do not think that there is anything in the Act that 
would prevent the Board from taking--- 

THE CHAIRMAN: So far as we have been shown up to 
the present, the only commodity which appears to have 
received exceptional treatment by the Board is this com- 
modity of coal -- isn't that So? -- the transportation of 
coal within Canada? 

MR SPENCE: That was mentioned by Mr. Covert 
yesterday, yes, my lord, 

THE CHAIRMAN: That in itself is a Subsidized 
transportation, is it not? Does not the Government sub- 
Sidize the transportation of coal? 

MR SPENCE: Just on Alberta coal to Ontario points. 

THE CHAIRMAN: That is whet I mean. 

MR SINCLAIR: Some in Nova Scotia, I think. 

MR FRAWLEY: Some? 

THE CHAIRMAN: It was a matter that Mr. Covert 
called to our attention again, yes. It is special arrange- 
ments in order to ellow coal from Alberta to get into 
Ontario, end the freight rate there is fixed differently 
from the ordinary manner of fixing freight rates, and it is 
part of economic planning, if you wish to call it SO, because 
the Government comes in too and subsidizes in pert the 
transportation, does it not, Mr. Sinclair? 

MR, SINCLAIR: What happens, my lord, is that a 
rate is fixed, and then the Government--- 

THE CHAIRMAN: A freight rate is fixed. 

MR SINCLAIR: The Government pays some money over 


and above whst the shipper pays. 
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THE CHAIRMAN: To the railway, 

MR SINCLAIR: Yes; 

MR FRAWLEY: To the railway, 

MR SINCLAIR: Out of the rate as fixed the 
Government P8yS 2 portion of the rate, 

MR O'DONNELL: They Call it a Subvention, 

THE CHAIRMAN: To the railway. 

MR SINCLAIR: Yes. 

THE CHAIRMAN: And then the rate is fixed at go 
much per ton, is it not? 

MR SINCLAIR; 16s, 

MR O'DONNELL: We had some evidence in Frederic- 
ton, I think, my lord, as to the rates in the Maritimes 
concerning coal, too, 

MR SINCLAIR: That was all done under the Réilway 
Act, 

MR FRAWLEY; What was done under the Railway Act 
W3S a subvention. 

MR SINCLAIR: No; they fixed the rate, 

MR SPENCE: Well, my lord, I have not made a 
Search through the case to see if there have been any other 
examples such as the coal; I think they could be found, 

THE CHAIRMAN: TI do not think any other examples 
were brought to us. 

COMMISSIONER ANGUS: No. 

MR SPENCE: I do Suggest that there igs nothing in 
the Act that would prevent the Board from taking into 
eccount changed conditions in a particular industry, if 
this change in conditions had 2 bearing on the--- 

THE CHAIRMAN: You Say changed conditions in 3 
Particular industry; I am not so sure that thet was what -- 
do you think that would be a proper interpretation of sub- 


Section 5 of Section 325? 
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MR SPENCE: It just says changing conditions, my 
lord; it has no limitation on that. Usually these fluctuations 
occur, aS I said, in general with the railways and all together, 
and that is what requires variation in freight rates upward 
or downward. But I Suggest that if changed conditions in 3 
particular industry had a bearing upon whether the rate 
charged was a just and reasonable rate, we might then be back 
at the same point that we were when the rate was first estab- 
lished -- that 18, to consideration of whether the rate was 
6 just and reasonable rate in relation to the value of the 
commodity. 

THE CHAIRMAN: You Say a rate is never just and 
reasonable in so far as the railway is concerned unless it is 
compensatory? 


MR SPENCE; Yes, my lord, = say that, 
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---UPON RESUMING 


THE CHAIRMAN: Very well, Mr. Spence. 

MR. SPENCE: Now, to sum up the answer to 
the question whether I considered that the Board could 
vary a rate in accordance with fluctuations in the 
value of the commodity, I think that the best answer 
I can suggest to the question is that while day-to-day 
or month-to-month fluctuations in value cannot be 
considered in fixing rates, there is not reason why 
long .-term changes in conditions, including economic 
conditions, should not be given weight in arriving at 
just and reasonable rates. 

THE CHAIRMAN: Have we had any such experience 
in Canada? 

MR. SPENCE: Usually it has been by general 
rate increases. 

THE CHAIRMAN; No, but I mean experience 
of those conditions. Take, for instance, one in 
the thirties, the period of years there where economic 
conditions were very bad. Isn't that so? 

MR. SPENCE: Yes, my lord. 

THE CHAIRMAN: Now then, would the Board 
have been justified, do you think, during that period 
in reducing freight rates on grain on account of the 
conditions? 

MR. SPENCE: I think that the conditiens 
might well have been taken into acoount if the Board 
had had those rates under its jurisdiction at the time. 

THE CHAIRMAN: They might have said: "The 
wheat market having fallen so desperately low, other 
factors too having militated against them, we will 


bring down the freight rates". Do you think that would 
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would have been a proper consideration. 

MR. SPENCE: What the Bonne probably would 
have done, my lord, would be to say: "Now, the railways' 
costs have fallen and the railways are now charging an 
unreasonable rate upon a commodity whose value has 
also fallen. We think that taking into account all the 
considerations, all the factors in the case, there 
Should be some adjustment in these rates". It is very 
hard to draw the line of course. 

THE CHAIRMAN: of course, we are hoping that 
no such condition will ever come again, but if it should, 
well - - 

MR. SPENCE: Actually what usually happens - - 

THE CHAIRMAN: What you Say today is of 
Some importance, you see. 

MR. SPENCE: What usually happens in such 
cases, my lord, is that the railways themselves, seeing 
the depressed condition of an industry, will reduce the 
rates voluntarily. 

THE CHAIRMAN: Did the railways do that in 
the thirties? 

MR. SPENCE: No, my lord, not on grain, because 
grain was under statutory rates. 

THE CHAIRMAN: But you further reduced them? 

MR. SPENCE: No, my lord. 

COMMISSIONER ANGUS: Mr. Spence, how would 
that tie in with the suggestion that the farmer should 
get a subsidy from the Government if he needs it? Would 
the Board be likely to take the position that the farmer 
may be in a bad way now, but that is the Government's 


business, they ought to give him a subsidy; or would they 
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take their action first and then the subsidy be measured 
to make up the difference? [ mean, there are two 
Sources from which relief might come to the farmer. 

Are they to co-operate in any way or is it just to be 
haphazard which acts first? 

MR. SPENCE: It is very difficult to draw 
the line, and the Board of course must consider the 
matter very carefully and must take all considerations 
into account. The Board and the railways together 
might bring the rates down to a point, but that point 
would be the out-of-pocket cost, I Say. Once the 
rates have come down to the out-of-pocket cost, the 
Board could not take any further action and impose 
non-compensatory rates on the railways. 

THE CHAIRMAN: When you Say out-of-pocket 
cost, you mean a little more, don't you? 

MR. SPENCE: And certainly Something more. 

THE CHAIRMAN: To compensate? 

MR. SPENCE: I would like to go one step 
further with the theory advanced by the opponents of 
our proposal. They appear to have the fear that the 
application of just and reasonable rates to the grain 
traffic will do some harm to the producers. Now, 

I ask this Commission, what possible harm can ‘be done 
to anyone so long as he receives treatment that is 

Just and ressonable to him? I use the word "harm" 
exactly as Dr. Angus defined it yesterday. If a 
proposal is made to rais the shippers! freight rate, 

he can rest assured that the rate will not be raised 
unless it is just to him that it should be; nor will it 


be raised if it is unreasonable to him that it should be. 
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If in those circumstances his rate is raised, he has 
lost nothing to which he was justly entitled. So long 
as he can be confident of this treatment, what possible 
objection can he have to control of that kind? 

COMMISSIONER ANGUS: Is the answer perhaps 
this, Mr. Spence, that anyone's idea of what his income 
Ought to be is apt to be a little on the optimistic Side, 
that is to Say, we are told for instance, that the 
Standard that labour would set for instance, for income 
on the railway is one that the farmers think a bit 
excessive; and sometimes the farmer's idea of his income 
in terms of parity, taking the best year into account, 
looks a little excessive to others. 

MR. SPENCE: Yes sin: 

COMMISSIONER ANGUS: And isn't the farmer's 
apprehension that he may be told he ig prosperous when he think: 
he 18: not according to his Standard; he is afraid of 
someone else's judgment of his income? — | 

MR. SPENCE: Yes, Dr. Angus, and that is ) 
why we say an impartial and skilled tribunal should | 
decide such questions, decide on the merits after an | 
examination of everything that enters into the case, 
to determine as between the railways and the Shippers 
what is a just and reasonable balance to fix. 

Now, the shippers of all other commodities in 
Canada have been receiving this treatment from the Board 
for many years. Why should the grain Shipper maintain 
that he should not receive it? 

Now, of course it may be said that the producer 
Of grain is in a different position to the producer of 
any other commodity, and that is undoubtedly true to 


@ considerable extent; but it is a matter for which the 
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railways are in no way responsible and over which they 
have no possible control. If due to these factors, 
grain producers require assistance at any time or from 
time to time, I Strongly urge that the railways are not 
the medium through which that assistance Should be 
gover. Ther A'S matte: senat involves only the Dominion 
Government and the produ®@rs, and it is a subject that 
Should come within the Jurisdiction of an economic 
planning board, if one were established, 
It includes consideration of many factors that 

are completely unrelated to railways. The business of 

a railway company is transportation, not the distribution 
of subsidies. The railway company is neither equipped 
nor qualified to see to the equitable distribution of 
Subsidies; nor should it be made an instrument of the 
Government for that purpose. 

Now, Mr. Sinclair of course has dealt with this 

phase of the matter, and I don't propose to repeat 

what he hag Said, but I do want to come back to my 
original theme, that what we are asking is just and 
reasonable rates on grain and flour, undiluted and 
unqualified and undistortea by any hidden subsidy, 

and established and regulated on an adequate and 
proper level without the complication of extraneous 
considerations. It is only when the Board has under 

its control all rates on all commodities, that it can 
function with its greatest effectiveness in the 
establishment and maintenance of a proper rate structure. 
I refer the Commission to Mr. Jefferson's evidence at 
Volume 74, page 15136 on that Subject. 


So long as there is in the middle of the rate 
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Structure a rigid and unchangeable body of rates with 
which the Board cannot deal, the Board's adjustments 
of other rates are seriously hampered. 

The level of all freight rates should be based 
upon what is necessary to pay the cost of movement and 
to contribute something to the overall revenues of the 
railway company, indeed to get the railway in a sound 
and healthy condition. So long as one sector of the 
rate structure is hela artificially below the point 
at which it is contributing its fair share to the cost 
of movement and the railway's requirements, the Board 
is compelled to maintain the balance of the rates at 
a level that is higher than it should be. In all of 
the general freight rate cases that have been before 
the Board, the decisions have been arrived at after a 
careful consideration of railway costs, railway 
revenues and railway requirements. The Board has also 
Studied the ability of the shippers to pay the contem- 
plated rates and has given full effect, to the limit 
of its ability, to the principle with which we are all 
agree; that freight rates in Canada should be maintained 
at the lowest level consistent with the sound financial 
condition of the railways. 

There is no «place among the factors to be 
applied by the Board in such cases, for political 
considerations. Nevertheless 1® cannot be questioned 
that the policy urged by the opponents of our proposal, 
that grain rates be maintained at a level below just 
and reasonable rates, is purely and simply a matter of 
political considerations. So long as that policy is 
maintained, it means that all other freight rates in 


Canada are to some extent interfered with and increased 
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by these political considerations. I submit that that 
is a situation that is harmful to the Canadian economy 
as a whole. 

Now, my learned friends of course have euphemistic 
terms for these political considerations. They speak 
rather of national policy, but while I would not think 
of denying that there are and should be broad grounds 
of national policy that would relate to the agricultural 
interests of this country, I submit that there is no 
national policy that requires or should require the 
charging of unjust and unreasonable rates to anyone, 
whether he is a Shipper of grain or a Shipper of any 
other commodity. I would reming the Commission that 
there are agricultural interests elsewhere as well as 
in the Prairies, and I Say that national policy should 
see that they also get fair play. 

Now, I suggest that we are dealing with two 
Separate and distinct national policies: one, that 
the agrarian interests of this country should be 
encouraged and maintained in a Sound and prosperous 
condition for the benefit of the country as a whole; 
and the second One, that the railways should equally 
be given an Opportunity to function in such a way 
as to maintain themselves in a sound and efficient 
condition. 

Those two national policies have existed side 
by side for many years. They existed in 1897 when 
the Crow's Nest Agreement was made, and at that time 
each policy as it was made effective worked with and 
assisted the other. However, due to the rigidity in 


grain rates that was imposed by the Agreement and the 
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Statute, the Situation has now arisen under which the 
mechanics used in applying an agrarian policy Aave 
overlapped, so to Speak, and become entangled with 


the railway policy. 


(Page 19850 follows) 
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It is our view that there is no need for change in 
elther of these policies as basic policies, but that the 
only change is one in the mechanics of application of the 
agrarian policy in order to remove the conflict that now 
exists between the two policies. 

In 1897 the rates on grain imposed by the statute 
were very close to the just and reasonable level. In 
1950 itis obvious to everyone, except those who will not 
see, that those same rates are below any just and reason- 
able level that could be determined on the conditions of 
1950. National policy still requires the furtherance 
of agricultural interests, and all that we are proposing 
is that the method of making that policy effective be 
modernized so as to remove the conflict that fad developed 
with the national policy on railways. 

There have been several discussionsbefore this 
Commission as to how the new rates on grain and flour 
would be put into effect if our proposal was adopted. 
Some provincial counsel have attempted to suggest that 
the field would be left wide open for the railways to put 
into force any level of rates that they desired. I should 
like to take a few moments to point up the absurdity of 
such arguments. 

To begin with, I would remind the Commission that 
there are already tariffs in effect and on file with the 
Board covering rates on grain and grain products on the 
Crow's Nest Pass Basis. Those are within the category 
of special freight rates governed by the provisions of 
Section 325(5) which in turn states that rates on grain 
and flour shall be governed by the provisions of the 
agreement made pursuant to Chapter five of the statutes 
of Canada, 1897. 

These tariffs being already on file, the normal 
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procedure would be to change them, if change became 


permissible, in the same Way aS any other special freight 


tariffs would be changed, that is, by following the 


provisions of Section 331 of the Act. Subsection 3 of 


Section 331 provides as follows: 


"When any such special freight tariff advances 
any toll previously authorized to be charged 
under this Act, the company shall in like 
manner file and publish such tariff thirty 
days previously to the date on which such 


tariff is intended to take effect: Provided"-- 


And I should like to underline these words -- 


THE CHAIRMAN: Mr. Spence, isn't that where 


reduction comes in? 


MR. SPENCE: No, the reductien clause is the 


previous one. 


THE CHAIRMAN: "When any such special freight 
tariff reduces any toll previously authorized 
to be charged under this Act, the company shall 
file"-- 


MR. SPENCE: Perhaps I have the number wrong. 


I. .think.that is subsection 2, isn't it? 


This 


THE CHAIRMAN: I thought you were reading that, 
MR.SPENCE: Subsection 3 I was reading. 

THE CHAIRMAN: Oh, I see. 

MR. SPENCE: "When any such special freight 
tariff advances any toll previously authorized 
to be charred under this Act, the company shall 
in like manner file and publish such tariff 
thirty days previously to the date on which such 
tariff is intended to take effect: Provided"-- 
is what I would to underline. 


"_. that where objection to any such tariff 
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"is filed with the Board, the burden of proof 
Justifying the proposed advances shall be upon 
the company filing said tariff," 

It will be seen from this section how groundless 
are allegations such as that made by Mr. Frawley at page 
15275 of Volume 75 that the railways would be, as he said, 
free as a bird to put into effect any rates that they 
chose. In the first place, the railways are comp lled 
to give 30 days notice of any proposal that they make 
which is more than ample time to allow anyone to notify 
the Board that he proposed to object. 

THE CHAIRMAN: In your brief at page 189 you 

Say, ‘Before fixing the rates on grain"-- you have in 
mind subsection 3 of Section 331, have you? 

MR. SPENCE: Yes, my lord. 

THE CHAIRMAN: You say: 

"Before fixing the rates on grain and grain 
products in western Canada, Canadian Pacific 
would expect a most thorough and detailed 
study by the Board." 

MR. SPENCE: Yes, my lord, the rates would not 

be fixed until the BOard had made a study. 

THE CHAIRMAN: That would be a departure from 

the ordinary practice, would it not, that you just 
read to us in Section 331? 

MR. SPENCE: 1 submit not because rates are not 

fixed -- 

THE CHAIRMAN: You would file your tariff. 

MR. SPENCE: Yes, but that would not fix the 

rates. 

THE CHAIRMAN: The Board then would consider it, 


and if any objections were made to it they would hear 


those objections. 
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MR. SPENCE: Yes, 

THE CHAIRMAN: In that case the onus would be on 
you to show that the new tariff is 4 just and reasonable 
one. Is that so? That is the way you would proceed? 

MR. SPENCE: I think we said to your lordship 
when Mr. Frawley raised the point that we would be 
prepared to go further than that and have the Act amended 
if he desired it to have an examination by the Board 
before we even had the tariff printed, 

THE CHAIRMAN: I thought that was what your 
brief meant, you see, It says: 

"Before fixing the rates on grain and grain 
products in western Canada, Canadian Pacific would 
expect a most thorough and detailed Study by the 
Board, ! 

MR. SPENCE: Yes. 

THE CHAIRMAN: You would not proceed as 

ordinarily? 

MR. SPENCE: I think perhaps there is a little 
misunderstanding between Mr. Frawley and ourselves due 
to the -- 

THE CHAIRMAN: You go on to say: 

"In developing the cost of dhandling grain 

in western Canada Canadian Pacific has voluminous 
working papers. These can be made available to the 
Commission if desired, and of course, would be made 
available to the Board on any study that they may 
| undertake, " 
You have in mind there before any new rates were put in 
| they would be studied by the Board; is that not so? 
MR. SPENCE: Yes. 
THE CHAIRMAN: You would not proceed summarily 


under subsection 3 you have read to us? 
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MR. SPENCE: If Mr. Frawley desires it that way-- 

THE CHAIRMAN: It is not what he desires. I am 
trying to interpret what you say yourselves on page 189. 

MR. SPENCE: I think what we intended to say 
was that before any such rates came into effect, before 
any such rates were fixed -- 

THE CHAIRMAN: You would begin by filing the 
new rates as usual? 

MR. SPENCE: Normally we would, yes. 

THE CHAIRMAN: What would you do in this case? 
I want to know what you would do in this case. 

MR. SPENCE: That was the intention in this 
case. 

THE CHAIRMAN: You would proceed under sub- 
section 3 of section 331; you would file the rates and 
then the Board would have the rates before them, and 
only in the case where some objection was taken would 
there be an inquiry and then the burden of proof would 
be on you to show that your rates are justified. 

MR. SPENCE: Yes, my lord. We are quite prepared 
to proceed in this way, that before any tariff is even 
filed with the Board, if it is deemed desirable we will 
have this question raised with the Board, place all our 
working papers at the Board's disposal and have the 
fullest investigation possible. 

THE CHAIRMAN: So in this particular case you 
would not follow the procedure of section 331, subsection 
cael 

MR. SPENCE: No, because this contemplates -- 

THE CHAIRMAN: That is what I wanted to know. 
MR. SPENCE: 

Section 331, subsection 3 contemplates that the tariff 


shall be filed with the Board. 
THE CHAIRMAN: In this case if you were to 
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obtain what you are asking for the present tariff would 
remain effective until the Board had had an Opportunity 
to study the question with the information you Say you 

can give it, and so on. 

MR. SPENCE: Quite. 

THE CHAIRMAN: And hear the whole case and 
then fix a new schedule of rates; is that not right? 

MR. SPENCE: Yes, my lord. 

THE CHAIRMAN: All right. 

MR. SPENCE: Just along that line, I should 
like to point out that this was stated to the Commission 
not only in the submission that your lordship has just 
read but also in the Statements that were made by Mr. 
Evans at pages 15275 to 15282 ana by Mr. Jefferson 
commencing at page 15265 ana running to page 15282. It 
was there said that we would welcome and in fact expect 
a complete survey of the Situation by the Board before 
any proposals for amendment of the rates would be 
accepted. 

THE CHAIRMAN: Yes, that is what I thought. 

In this case you do not intend to follow that usual 
procedure. 

MR. SPENCE: In conclusion I Should like to 
emphasize the importance to this country and to the 
railways of maintaining freight rates on all commodities 
at the lowest level consistent with efficient transporta- 
tion service. One thing that causes our attention to be 
directed particularly at this time to the Crow's Nest 
Pass rates is that we are in a period when rising costs 
have compelled the railways to apply for freight rate 
increases. It is not impossible that this trend will 
continue into the future, and that at some time we may 


again be obliged to apply for higher rates. That possibility 
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possibility is brought much closer at the present time 


‘by the existence in the rate structure of a large block 


of rates that have-not contributed their fair share to 
past increases and will not have any effect in moderating 
the necessity for increases in the future unless they are 
allowed to take up their just and proper portion of the 
burden. 

As pointed out in our main submission to the 
Commission at page 161 of Part I, and in Mr. Jefferson's 
evidence at page 15158, voluem 74, the increase of 21 
per cent granted by the Board in March, 1948, would have 
been only 18 per cent if the Crow's Nest rates had been 
upon a just and reasonable level. Similarly, if those 
rates had been carrying their share of railway costs, 
it would not have been found necessary for us to apply 
for as much as 20 per cent in the case that followed. 

The provinces have in the course of their 
arguments in these rate cases suggested that by the 
increases asked for we will, as they say, price ourselves 
out of the market. I do not concede by any means that 
this point has yet been reached, but I do say that if 
the process is continued, with the whole impact of rising 
costs being placed upon one portion of the rate structure, 
that portion will reach the point of diminishing returns 
very much sooner than if an equitable distribution of the 
costs were made. 

This is a possibility that cannot be regarded 
with equanimity because ,if it does occur it cannot help 
put bring a grave crisis in the affairs of the railways. 
With these considerations in mind I suggest to the 
Commission with great respect that it should recommend 
the amendment of section 325(5) and the repeal of section 


325(6) of the Railway Act as proposed by the Canadian 
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Pacific. : 

In putting forward that proposal we feel that 
it is in the best interests of the economy of this country 
as well as the efficiency of our railways. It will 
restore for the benefit of the whole of the public using 
transportation services a just and reasonable basis of 
rates, and will in due course have a moderating influence 
upon the general rate level. 

AS a final word, I would remind the Commission 
that this is one of the very rare instances upon which we 
have had an opportunity to put forward our views on the 
Subject of these rates. For that reason it is most 
important that this Commission, which has gone into the 
matter at considerable length, should make to parliament 
as full a recommendation as possible of its findings. 

Mr. Brownlee observed to the Commission on Wednesday that 
if the railways needed adjustment of the Crow's Nest Pass 
rates they had a forum and that forum was parliament. 
May I remind the Commission that this is exactly where 

we are at this moment. Parliament gives study to detailed 
and complex matters such as these through its royal 
commissions, and it is through this Commission that we are 
at the present moment presenting to parliament our sub- 
mission that there is serious and urgent need for the 


acceptance of our proposal. Thank you. 
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ARGUMENT BY MR. MacPHERSON 

THE CHAIRMAN: In this case are you speaking 
for the province of Saskatchewan only? 

MR. MacPHERSON: Yes, 

THE CHAIRMAN: The government of the province 
of Saskatchewan? | 

MR. MacPHERSON: The government of the proyince 
of Saskatchewan. Before we proceed I wish to file with 
the Commission a resolution that has been forwarded to me 
by what is known as the advisory committee on freight 
rates in the province of Saskatchewan. 

THE CHAIRMAN: What do they call it? 

MR. MacPHERSON: The advisory committee on 
freight rates, 

THE CHAIRMAN: Advisory to whom? 

MR. MacPHERSON: It is advisory to the govern- 
ment really or to the Minister, but it is representative 
of the following organizations in the province of Saskat- 
chewan: Saskatchewan Associated feeds of Trade; Sas- 
katchewan Farmers' Union; Moose Jaw Board of Trade; 
Saskatchewan Retail Merchants} Association; Regina Local 


Council of Women; Saskatchewan Co-operative Producers 


Limited; Saskatchewan Executive, Trades and Labour Congress 


of Canada; Saskatchewan Dairy Association; Saskatchewan 
Federation of Agriculture; Saskatchewan Federated Co- 
Operatives; Co-operative Union of Saskatchewan; Saskat- 
chewan Association of Rural Municipalities; Saskatchewan 
Urban Municipalities Association; Saskatchewan Branch, 
Canadian Manufacturers! Association; Saskatchewan Motor 
Dealers' Association. They all have representatives on 
this committee, and this resolution is Simply endorsing 
the joint provincial brief which has been filed. I 


Should like to put the resolution on the record. 


oer, + 


Sie + a a 


bicstaee ord omg ea eat BSE os +m 


voz AGNI 9 6M | AM Ye puso HA - 
eid at MAMA TAND: SHR, 


I 
¢ 


wha 


sontvorg 


62 cM 


tks 


Lesfoaey ditt Das. 98d 


~ 


- 19859 - _ Mr. MacPherson 


THE CHAIRMAN: All right. 

MR. MacPHERSON: It reads: 

"WHEREAS the welfare of the people of Saskat- 
chewan depends, directly or indirectly, upon the 
income derived from its agricultural industry and 

WHEREAS the production of grain,particularly 
wheat, holds the dominant position in Saskatchewan 
agriculture, and 

WHEREAS the wheat-producing areas are situated 
at great distances from markets in which Western 
grain must be sold, and in which it must compete 
with the grain from other countries and 

WHEREAS the marketing of Western Canada's wheat 
is vital to the whole economy of the dominion and is, 
therefore, a matter of continuous concern to Par- 
liament, and 

WHEREAS the wheat producing areas must rely 
entirely on rail transportation over great distances 
for the carriage of grain 

THEREFORE be it Resolved: that the Saskatchewan 
Advisory Committee on Freight Rates, representative 
of producer, consumer and business interests in the 
province of Saskatchewan as indicated below, endorse 
the Joint Submission of the Governments of the 
Prairie Provinces to the Royal Commission on Trans- 
portation respecting Crow's Nest Pass grain rates and 
urge upon the Royal Commission on Transportation 
appointed under Order in Council P.C. 6033, the 
vital necessity of maintaining freight rates on 
grain and grain products under statutory control and 
at levels not higher than those provided for in the 
Crow's Nest Pass Agreement. 


Carried Unanimously." 
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I may Say I believe there are two or three other briefs 
that have come from Saskatchewan from the Rural Munici- 
palities Association, the Urban Municipalities Association 
and from the Associated Boards of Trade. They had no 
witnesses here on the issue, but I take it that the briefs 
will be received by the Commission and considered in 
considering the whole matter. 

We have heard the submisstens Of theCanadian 
Pacific through Mr, Spence and Mr. Sinclair, and I 
congratulate them personally on the submissions they have 
made, disagreeing as I do with them. I realize Mr. Sinclair 
had had a very heavy responsibility during the present 
week, and I am glad to be able to Say that in my view he 
has discharged that wresponsibility with credit to himself 
and with credit to his clients. In Saying that I do not 
agree of course with what he has said. 

He opened : by reference to the fact that the 
provinces were here dealing with this issue with a 
measure of reluctance, and he referred to a memorandum 
that had been submitted to the Government of Canada in 
the summer of 1948, The fact is that that memorandum was 
Submitted not by the three premiers of the prairie 
provinces, but by the premiers of seven of the provinces, 
the maritime provinces and the province of British Columbia 
as well. 

He used the term "demands". They were not demands? 
they were representations made to the Government of Canada 
by the seven premiers, and the terms of reference to which 
he refers, and which he takes as a reason indicating a 
reluctance on the part of the provinces to deal with this 
issue, were merely the same form of reference that had 
been used in another transportation commission in this 


country, and it was submitted for that reason and for 


that r 
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that reason only. Actually the representation as first 
made to the government was not accepted by the government, 
but after all this is.a democracy, and later there was a 
certain convention in Canada at which certain resolutions 
were passed, and then the government passed an Order in 


Council, and we are here and we are discussing the matter. 


Page 19860 follows 
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And may I say this to him, that in so fer 3s the people of 
Western Canada sare concerned, I do not know of anyone in 
that country who will run away from a discussion of the 
Crow's Nest issue on any occasion at any time. 

I want to refer to another matter, because Mr, 
Sinclair used it in his argument, and then Mr. Spence near 
the close of his argument used something of the same nature. 
They were talking of the political flavour of it, Mr. 
wpence sald, "It is purely a matter of politicel consider- 
ation." Well, is there anything wrong with that? Politics, 
after all, is said to be the Science of government, so 
there is no reason why it should not be considered, should 
not be dealt with -- no reason, unless there is something 
Sinister or something ulterior, and the alternative of 
being silent simply because 3 proposition is made by the 
Canadian Pacific would be intolerable. There is no reason 
why it should not be discussed, and, while I have not been 
privy to anything that Mr, Mutch or his group did, sat the 
Same time I cannot see why they should not have views end 
why they should not express them. 

Yesterday Mr. Sinclair stated very emphatically, 
at page 19750, that the company, the Canadian Pacific, was 
Still prepared to carry out its contract. He repeated that; 
he said it could be reinstated, Now, is this suggested to 
this Commission seriously as a solution now? Would it be 
helpful to the Commission in eny Wey to have the agreement 
reinstated? He admits, to use his phrase, that there would 
be 8 measure of chaos. Would the Canadian Pacific be in- 
different to chaos in the country? It surely cannot be 
Suggested as a solution or anything in the nature of s 
Solution, nQg can it be helpful when they assert that now 
they ere prepered to live up to their contract and they sere 


prepared to reinstate it. 
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When Mr..Spence talks today of railway policy 
and of national policy, then we realize that railway policy 
end national policy may have run together for a time, but 
notional policy as such, certainly in 9 democracy, must 
prevail if it comes into conflict with railway policy, 
and railway policy must be regarded purely as a part of 
national policy and must not be subservient 9 las i 

The proposition that the railways make is 3 
proposition which they have stuck to very generally in 
their evidence and in their Submissions, and it is con- 
Sistent with what we find in their outline of argument, 
peragraphs 80 sand 81. They propose that without exception 
the Board of Transport will deal with the freight rates on 
all commodities, in section 80, in Ot they recognize that 
national policy enters into the picture in the matter of 
the case of the producers of grain in Western Candda, but 
then they indicate that it should be dealt with in some 
other way, and they expand that in their submissions here, 
as they do in their regular submission, by submitting thet it 
Should be done by means of subsidizing the industry and not 
making any payment to the railway by way of subsidy. 

In the Railway Act there is provision for freight 
rates on one commodity and one only by name, and that is 
Brain, inthe infinite variety of commodities that sre 
transported by rail in this country there is one and one 
only that Parliament has reserved unto itself for the purpose 
of controlling rates, and that is grain, 

Now, it must follow that when Parliament decreed 
by statute that this one commodity should be so dealt with, 
Parliament regarded it as a matter of national policy, that 
it should fix transportation charges on it. It is an express 
exception from the jurisdiction of the Board of Transport, 


end I am submitting that this is not by way of accident. 
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I am submitting that the fact that we have subsections 5 

and 6 in section 325 is not the result of the whim or the 
caprice of any person or any political party. It is there 
because Parliament has Spoken, And I submit to you -- and 
we will refer to it further -- that Parlisment on this 

issue has spoken not only once but three times: First in 
the original statute of 1897, then in the amendment to the 
Railway Act in 1922, and then in the amendment to the 
Railway Act in 1925. In each instance national policy was 
set forth along this line, that Parliament recognized that 
the production of this commodity and the continuation of the 
production of this commodity was of such consequence in this 
country that Parliament as 3 court, and Parliament alone as a 
court, should deal with the question of the transportation 
rates which would be paid in respect of the commodity. 

Now, our friends say, and they say very frankly, 
to the Board, "We want wheat treated just as any other 
commodity. We want this exception taken away. We want 
this matter dealt with by the Board of Transport," as they 
Say, "according to the established ways of making rates 
by the Board of Transport." Mr, Spence in his ergument this 
morning has been very frank; he stands firmly by the status 
quo. The Board, he says, is experienced, the Board is 
equipped, the Board is judicial. He stands by the juris- 
prudence of the Board; he defends every sentence of the 21% 
Case judgment and the references therein, He says, "That is 
the sort of tribunal that we say in future should deal with 
grain rates. Parliament should abandon its control over 
these rates. Parliament should cease to formulate national 
policy dealing with these rates, and these rates should be 
fixed the same as they are on any other commodity that is 
Carried.” That is. their submission. 


Our submission, to the contrary, is that the court 
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which now deals with it, the High Court of Parliament, is 
the court that should continue, and that it is a matter of 
the greatest importance in the national economy, and thet 
national policy Should be determined and should be 
formulated by Parliament, that it cannot be formulated by 
@ Board of Transport; and once you get into the field where 
you are determining national policy, as you are in a 
matter as important to the whole national economy as in 
wheat, then I submit there is only one court that can 
logically sand properly and fairly deal with it, and that 
is the court which now deals with it. 

These subsections themselves, 5 ond 6, to which 
they object, are twenty-five years old; they have been 
there since 1925. There have been changing governments in 
that interim, changing political parties in government, 
There has been no change in the Subsections. It remained 
8 part of national policy.’ "And the Sections themselves 
Stem from the agreement, which is fifty-three years Old? co 
which both the company and the Government were parties, 

I think it might be well to read the proviso to 
5 and 6, to indicate how wrapped up the section is with the 
agreement of 1897 and to show that the Spirit and the fact 
of the agreement is still alive in these subsections, This 
is subsection 5, the proviso: 

"Provided ' that, notwithstanding anything in this sub- 
section contained, rates on grain end flour Shall, on 
and from the twenty-seventh day of June, one thousand 
nine hundred and twenty-five, be governed by the pro- 
visions of the agreement made pursuant to chapter five 
of the Statutes of Canada 1897, but such rates Shall 
apply to ell such traffic moving from a11 points on all 
lines of railway west of Fort William to Fort William 


or Port Arthur over a11 lines now or hereafter con- 
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structed by eny company subject to the Jurisdiction of 
Parliament," 

I will deal later with the compleint our friends 
have that this is an extension, but at the moment I am 
Simply pointing out that these sections stemmed from that 
egreement, and what is confirmed here is that national 
policy which was set forth in) that agreement, to which the 
company was a party, a policy which set in perpetuity the 
rates on grain snd flour, 

Then subsection 6: 

"The Board shall not excuse any charge of unjust 
discrimination, whether practised against shippers, 
consignees, or localities or of undue or unreasonable 
preference, respecting rates on grain and flour, 
governed by the provisions of chapter five of the 
Statutes of Canada 1897, and by the agreement made or 
entered into pursuant thereto within the territory in 
the immediately preceding Subsection referred to, on the 
Sround that such Ciscrimination or preference is justi- 
fied or required by the said Act or by the sgreement 
made or entered into pursuant thereto.” 

Now, my friends Say, how did the Crow's Nest 

agreement come into effect? 

THE CHAIRMAN: Mr, MacPherson, I think you can go 
on with that at a quarter to three, 


---The Commission adjourned et 1:00 p.m., to meet again 
at 2:45 p.m. 
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Ottawa, Ontario, 
Friday, March 5, 12950. 


AFTERNOON SESSION 


MR MACPHERSON: My lord, when we adjourned I was 


about to refer to the agreement itself, the Crow's Nest 
agreement, which is Exhibit 261. | 

Might I point out in this connection that, 
while it is dated the 6th of September, 1897, the Act, 
chapter 5 , was assented to on the e9th of June, 1897, 
So that the Act was sessented to on the 29th of June but 


the agreement actually WaS not signed until September, but 


undoubtedly the details of the agreement had been deter- 
mined a considerable time ahead, because all the clauses 
that are in the Act are incorporated in the agreement. 
The three clauses in the agreement that I want 
to refer to particularly are 9, 10 ana ll. Section 9 
Says this, dealing with local rates: 
"So soon as the said railway is opened for 
traffic to Kootenay Lake, the local rates and tolls 


the railway and on any other railway" -- 


and then it goes on, all the other railways with which it 


may be connected--- 

THE CHAIRMAN: Does that include the mein line 
ene CLP Ree 

MR MACPHERSON: Yes. 


: 6s well as the rates and tolls between any 


e e e 


on 


OL 


point on any such line or lines of railway end any point 


on the main line of the Company throughout Canada, or any 


other railway owned or leased by or operated on account 


of the Company, including its lines of steamers in 


British Columbia shall be first approved by the 


Governor in Council or by 2 Reilway Commission, if ana 
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when such Commission is established by law, and shall 
at all times thereafter and from time to time be 
Subject to revision and control in the manner afore- 
said." 

That is to Seay, this agreement was Signed, this 
agreement was entered Into ys othe legislation was pessed 
with a knowledge on the part of both parties, the company 
included, that a Railway Commission was being set up -- the 

Board of Railway Commissioners which was ultimately 
established in 1903, 

THE CHAIRMAN: TI Suppose there you answer the 
question, whst would Parliament have done if there had 
been a Railway Commission, 

MR MACPHERSON: That is my point, my lord, yes. 
You see, my Lordyak am mentioning this because 9 deals 
with a11 commodities excepting those that are set out in 
10, which sre the thirteen, and I shall not name them, 

Then at the end it Says: 
"And no higher rates than Such reduced rates or 
tolls shall be hereafter charged by the Company" 
upon these thirteen different classes, 

THE CHAIRMAN: Pardon me a moment. Are these the 
thirteen westbound? 

MR MACPHERSON: Westbound, my lord, yes; these sare 
the thirteen westbound. 

Then 11 deals with grain and flour, and ends; 

" . . . and no higher rates then such reduced rates or 
tolls shall be charged after the dates mentioned on 
such merchandise from the points aforesaid.” 

So that at -the time this agreement was entered 
into it was within the full knowledge of the company that 
there was being established, and that it was the intention 


of the Government to establish it, thet which was the corres- 
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ponding body to the Board of Transport today, end all 
tolls were to be subject to the just and reasonable rates 
as they should be established by that body, saving and 
excepting the provisions made in 10 in respect of westbound 
on thirteen different named articles, and 11 dealing with 
the question of Srain and flour. 
Now, I am not going to take time to urge that 
this whole oprangement was consistent with the national 
policy), a8 it,had been formulated, as it was being 
developed, the east-west formula, the idea of developing 
the east-west trade in the country, which was part and 
parcel of the errangement in the first place and the 
national policy in the first place, the building of this 
road through Canadian territory to Vancouver, 
I want now to refer briefly to a couple of the 
annual reports of the company to indicate to the Commission 
that in so far as this Crow's Nest Railway was concerned, 
and everything tied up with it, including Consolidated 
Smelters, it had its genesis long before 1896 ana long 
before 1897, 
There is a citation from the Annual Report of 
1889 which is to be found in volume 104, at pege 19187, 
which says: 
"To fprevent the invasion, by foreign lines, of the 
Kootenay District, in British Columbia -- 9 district 
rich in precious metals and other natural resources -- 
your directors have secured the control of the charter 
of the Columbie and Kootenay Railway Company, and 
agreed with the Provincial Government that the railway 
Shall be built, about thirty miles in Length} ., " 
Now, that is 1889, 
Then we come to 1896, end in 1896 we find them 


Ssying this in their Annual Report -- and this is to be 
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found in volume 104 at page 19189: 
"But even with these important additions to its facil- 
ities for handling the traffic of the mining districts, 
your Company will continue at disadvantage in 
competing with the American lines (which have 
already reached Nelson, Rosslsend sand other important 
centres in these districts) until it shall have 
direct railway connections of its own. Until then 
the greater part of the mining traffic will be beyond 
its reach, and will continue to be ag at presenc, 
carried by the American lines southward," 
Then that Annual Report of 1896 -- and this por- 
ViOue-OL it) Vs ‘to be found at page 19190 of the recorde 
Says this, segain Showing national policy: 
"The interests of the country at large are go much 
Concerned in this question (of a Crow's Nest Pass 
Rlilway) that your Directors confidently expect 
reasonable assistance at the hands of the Dominion 
Government." 
THE CHAIRMAN: Please read that last sentence again. 
MR MACPHERSON: I will resa it again, my lord: 
"The interests of the country at large are so much 
concerned in this question (of a Crow's Nest Pass 
Railway) that your Directors confidently expect 
reasonable assistance at the hands of the Dominion 
Government." 
And that was forthcoming in the sgreement which was con- 
cluded and the Act passed in June of 1897. 
Then, speaking of the House, when the bill was 
before the House in the spring of 1897, Mr. Blair, who was 
Minister of Railways, seid this -- and it Will be found at 


page 19194 of the record: 


"The committee will have noticed that we have 
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Sought to ensure the country 3 large measure of relief 
from the rates which have obtained since the Canadian 
Pacific Railway was started," 

That was part of the statement made in the House 
by the Minister of Railways when this bill was introduced 
end when the agreement had been arrived 6t, bub a6 was not 
actually signed until some months ean Es 

Now, there are many benefits that flowed to the 
company from that egreement. First of all, there is no 
question that they did secure a monopoly of the traffic 
in Southern Alberta and Southern British Columbia, South- 
eastern British Columbia. It may be, as Mr. Sinclair very 
Sraciously said yesterday, because of the efriacient 
service that the railway gave, but in any event they were 
in there, foreign invasion was prevented, and they obtained 
and had and have todsy the very Same monopoly. 

When Mr. Jefferson was in the box I pointed out 
to him on one of the exhibits, the number of which I have 
forgotten now, along in that area the number of instances 
along the southern boundary of Canadas where American 
railroads came up to the border and Stopped without crossing 
the border, so that consequently there was no possibility 
of the development of that north-south traffic which might 
have developed had the American railways had their will. 
They obtained that monopoly. 

My friend said yesterday, at page 19756, in 
connection with this matter, that there was some of this 
land that was British Columbia land, and he said, "You 
Should not have anything to say about that et a11." 

Well, in the egreement itself -- you will see it mentioned 
in the agreement, and of course it is mentioned in the Act 
-- there is reference to this land. Clause (h.) of the Act: 


"That if the Company or any other company with 
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whom it shell have any arrangement on the subject 
Shall, by constructing the Seid railway or any part 

Of Ltiwag Stipuleted for in the ssid agreement, become 
entitled to ang Shall get eny land as a Subsidy from 
the Government of British Columbia, then such lands, 
excepting therefrom those which in the Opinion of the 
Director of the Geological Survey of Canada (expressed 
in writing) are coal-bearing lands, shall be disposed 
of by the Compseny ; 

Then there. is a provision in clause (i.) thet af 
they get this lend they are to transfer 50,000 acres) of 46; 
of c0al-bearing lands, to the Government in such fair and 
equitable manner as may be determined by the Governor in 
Council. 

But my friend said yesterday, dealing with the 
question of land that had been granted to the Canadien 
Pacific Railway by the Government of Canada for the construc- 
tion of the Cenadian Pacific, "That is Something apart, that 
does not enter into this st ali-" Well, . my lord, I suggest 
that it does, and does very vitally sand very materially. 
When they had constructed the Canadian Pacific Railway they 
had granted to them 25 million acres of land, True, some 
6 million was surrendered to the Government of Canada in 
exchange for a cash payment of $1.50 per acre, but they had 
the balance of this land, almost 20 million acres, and they 
had the railway built through this country from the Manitoba 
boundary to the Rockies, a country which hed Capacity for 
developing grain farming. They had this, and they had by 
this time 19 million secres of land left which they were 
anxious to sell, They were financing to the extent of their 
land, obtaining money, putting this land up as Security. 
They were concerned with having the land sold, ana concerned 


more particularly with having the land settled; snd conse- 
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quently it was important to them, as it was important to 
the area and important to the Government of the country 
in seeing thet the lend was Settled, thet there be induce- 
ments offered and assurance offered so that men might come 
from various quarters of the globe to that psrcor the 
country. They entered into this agreement, and this 
agreement in section ll provides that cornerstone of 
security which enabled the Canadien Pacific Railway, not 
Satisfied with the work that was being done by the 
Department of Immigration, the Department of the Interior, 
‘to set up its own Department of Immigration and 
Colonization -- going to Britain, going to Europe, going 
to the United States, going to sll perts of the world, and 
bringing people there, on the ossurance, as described the 
other day by Mr, Wesson, that there was a measure of 
Sécurity, notwithstanding the distance this country was 
from world markets there was & measure of security, guaran- 


teed in the matter of transportation rates. 


(Page 19873 follows) 
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They had to sell that land, and I am submitting to the 
Commission that notwithstanding what my friend says you 
cannot divorce one from the other. Not only was there 
benefit which flowed in that they obtained the British 
Columbia land, some three million acres, according to my 
information, put they were also in a position now where 
they could dispose of large quantities of the land that 
had been granted to them. They could settle that land, 
build branch lines, and get traffic, and that is exactly 
what they did. 

So far as Consolidated Smelters is concerned I 
have suggested, not on this particular issue but in the 
cross-examination of Mr. Jefferson, and I suggest again 
that the whole question of Consolidated Smelters and the 
profits that flowed to the company as a result of their 
investment there must also be taken into consideration. 
It is all very well for my friend to say, as he said 
yesterday, that it was a high gamble at the time. The fact 
is that probably the whole going into the country was a 
high gamble, but in any event it was a part of this Crow's 
Nest development. It was a part of the prevention of 
invasion by foreign lines, it was a part of the whole 
scheme of things, and out of it came a very munificent 
return to the company as is shown in the statement which 
was filed and which is to be found in volume 78 at page 
15699. 

I should like to remind the Commission in this 
connection that the investment of the company was in all 
$16,381,000, that the book value of the investment on 
the C.P.R. books is $17,046,000, that the book value of 
the investment on their books is $10.13 per share, that 
the book value of the company itself is $25.61 per share 
or a total of $83,000,000, and that the company holds 
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1,682,500 Shares with a published book value of $25.61 
which in itself is worth $43,008,000, or at market value 
on the 3lst of December, 1939 it was $80,000,000 and on 
the 31st of December, 1946 the market value was $146 ,000,000, 
and the market value on the 10th of February was 
$167,000,000. , 

THE CHAIRMAN: Do I understand you to say these 
are Shares of the company owned by the company itself? 

MR. MacPHERSON: Yes, these are the shares over 
which the Canadian Pacific has control. It does not own 
all the shares, but it has 52 per cent of the shares. 

THE CHAIRMAN: What per cent? 

MR. MacPHERSON: 51 or 52 per cent, and that 
amounts to 1,682,500 shares. What I am saying in connection 
with this matter is that, in so far as the Crow's Nest 
issue is concerned, there were many benefits that flowed 
to the company, and that all must be considered. TI am 
suggesting that in the final analysis the least of the 
benefits that flowed to the company from the building of 
that road was the subsidy that they were paid, that the 
other benefits that flowed to them were much much greater 
in the long run to the company than the subsidy of 
$3,600,000. 

Yesterday my friend spoke about the arduous 
ditficuity the C.P.R. had in getting started. if) you wilt 
refer to exhibit 190 filed by the’ C.P KR: and take’ the 
year 1897 you will find in that year they had the highest 
net -ecarnings that they had had in any year up to that 
date, $10,000,000. - You will find that the patio of ‘thei 
net to gross earnings was 42-84, the highest of any year 
in their history. You will find in that year their 
income before fixed charges was $10,474,000, that their 


fixed charges were lower than they had been in the previous 
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year. You will see that their net income was $3,690,000 
which was higher than any year in their history before. 
You will see that they declared for the first time a 

4 per cent dividend and paid $2,600,000 to ordinary 
Shareholders, which was the highest they had ever paid. 
You will see that they sold in preference shares that 
year $9,830,000 which was the highest they had ever sold. 

THE CHAIRMAN: What ig that year? 

MR. MacPHERSON: 1897. Now, my lord, the 
agreement was concluded, and Mr. Sinclair admitted 
yesterday that at the time it was not a hard agreement. It 
certainly was not a snap agreement. It was one that had 
not been lightly entered into. It was one that had the 
consideration of the company and had theconsideration of 
the government. On the evidence before the Commission 
it had been discussed with the government of Sir Charles 
Tupper before it went out of office, and Atawas only 
an agreement much the same in fact with variation as to 
Subsidy as the one Signed by Sir Wilfred Laurier instead 
of the one that was considered by Sir Charles Tupper. 

It was not a hard agreement, and under the 
circumstances, and what developed for the company, what 
came out of this whole venture, I submit that it has not 
proved in any sense an improvident agreement at all. 

My friend said yesterday that we of the provinces 
dislike comparisons with American rates. Mr. Sinclair 
Said that at page 19785 of the record. Well, my lord, 1f 
you will turn to the appendix to Part I, page 104, you 
will see the rates that were in existence ftom Whately 
to Duluth in 1897 and the rates that were in force from 
Regina to Fort William at the same time. 

THE CHAIRMAN: How did they compare then? 

MR. MacPHERSON: The rate from Whately to 


Duluth was 40 cents and the rate from Regina was 23 cents. 
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When they talk of comparisons, they entered into an 
agreement providing not for the continuance of the 23 
cents but after two years for a reduction of three cents 
to 20 cents in perpetuity at the very moment when the 
American rate between their own chosen points, Whately 

to Duluth, was 40 cents. If it were suggested that it 
were a hard agreement today I would submit that it is 

not. We have got to consider, as I put it to Mr. Jefferson, 
andeas I, think I:put it te Mr. Armstrong, that the men who 
were on the board of the Canadian Pacific were able 

and shrewd men, Strathcona, Van Horne and Shaughnessy, 

who were afterwards presidents of the road, and at that 
time were directors. The agreement itself is signed by 
Sir William Van Horne. 

THE CHAIRMAN: I suppose as we go on you will 
meet this argument about the alterations to the agreement. 
At that time everybody must have believed that it was 
satisfactory. 

MR. MacP'HERSON: I am coming to that. It was a 
natural consequence that men like those whom I have 
named should have seen that as the land was sold and as 
the country was settled branch lines would be constructed, 
and as branch lines were constructed new shipping points 
had to be established, and as new shipping points were 
established, from 1897 right up until 1924 there never 
was a Suggestion as to the Crow's Nest rates not obtaining 
at any single solitary shipping point. The Crow's 
Nest rates were given voluntarily to every new point that 
was established, and those rates applied and were not 
challenged until 1924. 

Yesterday my friend, Mr. Sinclair, pointed 
dramatically to the miles of road in 1897 and the miles 


not only of their own but of all roads in 1925 and he said, 
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"There is a percentage for you." Well, what of it? 
The country had developed; they had sold their land and 
Settled it. They were benefiting in great measure not 
only in the hauling of the grain but also in the hauling 
back to these western provinces over the east-west route 
of manufactured goods from the factories of the east 
which were not being produced in the west, and which were 
being purchased with the wealth that was produced by 
taeverain So .that iin every sense they benefited from 
Lv, 

Then I want to deal with 1918 when the war 
was on. There was a suspension by Order in Council under 
the War Measures Act, and then in 1919 there was an amend- 
ment to the Railway Act which continued for three years, 
and in 1922 there was another amendment to the Railway 
Act. That is the matter which finally found itself before 
the Board of Railway Commissioners in the year 1924. In 
the year 1924 the C.P.R. asserted the position they now 
assert, that they were only entitled to take grain from 
those points that were in existence in 1897. 

THE CHAIRMAN: Do you not mean "obliged"? 

MR. MacPHERSON: I mean they were only obliged. 
The farmer was only entitled to receive that rate who 
was Shipping from those points. That claim was raised 
and they raised it successfully before the Board of 
Transport Commissioners. They raised it successfully in 
this sense. They suggest in argument that their will in 
the Supreme Court decision preveiled. The will of the 
company did not prevail as they urged it and as they 
succeeded before the Board of Transport Commissioners. It 
succeeded to this extent that they were obliged only to 
haul grain from the points that had been established in 


1897, but before the Board of Transport Commissioners as 
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before the Supreme Court they asserted with all the 
emphasis they could that as a result of the amendment the 
Railway Act in 1922 they were freed completely from any 
responsibility or any obligation under the Crow's Nest 
Act, and consequently that it did not apply and that the 
Board of Transport Commissioners was in full and complete 
control of all rates on grain and flour, the same as they 
were of other commodities. 
THE CHAIRMAN: What was the amendment of 19229 
MR. MacPHERSON: I will read you the amendment, 
my, lord. In 1922 the Act was amended, and this sub- 
Section was passed which reads very much like subsection 
Dou ene Act of tédayw Mt peadsas 
"Subsection five of section three hundred and 
twenty-five of the Railway Act, LOLo) shat inot— 
withstanding the proviso thereof, remain in effect 
Until the sixth day of duly, 1923, and may be 
continued in force for a further period of one year 
by order of the Governor in Council published in 
the Canada Gazette; Provided that, notwithstanding 
anything herein or in said subsection five contained, 
rates on grain and flour shall, on and from the 
Sixth day of July, 1922, be governed by the provisions 
of the agreement made pursuant to chapter five of 


the statutes of Canada, 1897.” 
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Now, the Board of Transport, with Commissioner 
Boyce writing the principal judgment of the Board, held 
in favour of the Company. Chief Commissioner McKeown 
wrote a judgment but it was a4 Shorter judgment, but 
McKeown concurred really with Commissioner Boyce. 

THE CHAIRMAN: Now what case is that? 

MR. MacPHERSON: JI am quoting, Mr. Chairman, 
from 29 Canadian Railway Cases at page 238. 

THE CHAIRMAN: What is the name of that: 

MR. MacPHERSON: Re Crow's Nest Pass Rates, 
and this is the decision of the Board, and Commissioner 
Boxee found in favour of the Company. 

"I would find as facts upon the evidence; 


(1) ‘That the Cy Paki. pratesiuws: contracted 


for by the Agreement of 1897, while then 
fair and reasonable under then traffic 
conditions, are not adequate to present 
conditions of traffic and do not curnien an 
adqquate return for the service concerned, 
and are not fair and reasonable, representing 
as they do but 35% to 60% of rates found 
adequate under present traffic conditions. 

| (2) That the continuance of any of 
the contract rates compel unjust and unfair 
reductions by other railways, not parties 
to the contract, in competitive territory, 
and causes unjustifiable loss to those 
companies, which they ought not be called 
upon to bear. 

(3) That the rates in force July 6, 


1924, were just and reasonable rates as to 
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all companies, were equitable, uniform and 
undiscriminatory in their effect, and ‘had 
been permitted by the Board after full and 
exhaustive examination." 

(those were the rates that had been filed) 

(4) That rates represented by tariffs 
in question, effective July T 1924, are 
unequal, unjust, unfair, not uniform, and 
Subversive of stable rate Structure, and 
cause widespread and far-reaching dislocation 
and disruption of such rate Structure, and 
are not based upon any sound principle 
applicable to present traffie conditions. 

(5) That the Canadian National Railways 
are entitled to the just and reasonable rates 
found and permitted under the judgments and 
orders of this Board referred to..... 

L*am of ‘the opinion: “(ay Thad the 
Crow's Nest Pass Subsidy Act was not, and is 
not a 'Special Act' within the meaning and 
intent of the Railway Acts of 1888 or 1903 
or afterwards, and the jurisdiction and powers 
of the Board upon it conferred by its con- 
Stitution and continued in subsequent Acts, 
are not limited, restricted, qualified or 
affected by anything contained in that 
Subsidy Act or in the Agreement of September 
SPvEsgy:" 

THE CHAIRMAN: That finding was reversed? 

MR. MacPHERSON: That finding was reversed. 


Now, I may point out, Mr. Chairman, that to that judgment 
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there were two dissenting judgments. There was the 
dissenting judgment first of Dr. McLean,, that was 
referred to deservedly this morning by Mr. Spence. 
Dr. McLean dissented and hela that the Crow's Nest Act 
was a Special Act, and there is an interesting part 
of his judgment at page 291 where he is dealing with 
the word "governed", the same word as in Section c5)5 
the proviso to (5) as we have it here. He says:- 
"The significance common to all these 

definitions -='" 
(after he had considered the Funk & Wagnall's Dictionary 
definition of "govern") 

" -- is that of control or limitation; and 

I am of the opinion that the construction of 

the legislation of 1922 must be approached 

from this standpoint. The rates, then, to be 

charged on grain and flour as dealt with 

under the Agreement on and after July 6, 

1922, are to be controlled or limited by the 

rate provisions of the Agreement. 

The legislation of 1922, as I read it, 
provides for controlling or maximum rates 

on grain and flour within the limits and 

conditions of the Agreement, and for these 

rates one is referred to the Agreement." 

Then he goes on and deals with it. Now, the matter 
came up before the Supreme Court and the Chairman read 
this morning from it. I am quoting now from 30 Canadian 
Railway Cases at page 32, and in the submission of the 
Canadian Pacific they cite a portion of this judgment. 


THE CHAIRMAN: What is the title of that case? 


MAT ARD 
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Te 
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MR. MacPHERSON: Re Crow's Nest Pass Rates, 
and I am quoting now from page 46 because I think it 
indicates in proper perspective what the Chief Justice 
of Canada felt was the situation at that time. He 
reverses the decision of the Board below and he says:- 

"In holding the statutory maximum rates 

fixed by sections (d) and (e) of the Crow's 
Nest Pass Agreement to be binding on the 
Board of R*ilway Commissioners we do not, as 
the Chief Commissioner apprehended, 29 C.R.C 
282 (1924) 4 D.L.R., at page 696, view the 
Agreement as 'forever disabling the parties 
thereto from reconsidering their situation...! 
or readjusting their relations. " 
And then this is the important part from the Chief 
Justice. My friends talked about pressure groups.--- 

THE CHAIRMAN: About what? 

MR. MACPHERSON: About pressure groups, 
about clamour, and when they talk about what can be 
political pressure and that sort of thing, this is 
what the Chief Justice says, removed from that sort 
of thing altogether. He says: 

"On the contrary Psrliament, which was in reality 
one of the contracting parties stipulating 
on the terms on which it would grant the 
subsidy may tomorrow reconsider and readjust 
those terms and relieve the other con- 
tracting party from the obligations it 
incurred; and it is not to be supposed 

that parliament would hesitate to exerci ’e 
its powers for the correction or amendment 


of legislation which is found to operate 
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pre judicially to the public interest. 

But Parliament alone can do this. Having 
made the obligations Statutory, it must 
change or amend them by statute. 

Parliament alone can do this, and, as the 
Chief Justice points out, the public interest is the 
first condderation. 

THE CHAIRMAN: Of course it is there 
anyhow, but he didn't talk about fairness to the 
other party to the agreement. 

MR. MAC PHERSON; No, but I am coming to 
Show what was done. It then reached the high court 
of Parliament. Here was the Situation that has been 
described by them as chaotic, and it reached Parliament 
and they had a fair deal, they had an agreement which 
was not a hard agreement (as they admit) in 1897. 

I am submitting that the deal they got from Parliament 
in sub-sections (5) and (6) was a fair deal from that 
court as well. Now, this is what Parliament said 

to it. They said: "You will be bound in the 
national interest to transport grain in accordance 
with section (11) of your agreement. You will 

be bound to do that and you are obligated to do 

that in the future as you have since 1897; but as 

a quid pro quo we are going to relieve you from 

the necessity of making these deductions in 

respect of rates west"and on these thirteen 

different itemsthe relief which the resident 


of the prairies had, he no longer had. 
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Not only did Parliament do thet, but it said, 
"So that there can be no discrimination es against you in 
favour of anyone else, your competitors are going to have 
to do the same thing that you do. You will be on an even 
keel with them, and we will See that that is done, and it 
will be done by legislation." g@ 1 am submitting to the 
Commission that when they went es Parliament the result was 
that, while there was continued to the people of the west 
the right to have their grain transmitted at this rate, 
there was taken from them the other part of the agreement, 
and in that respect our friends of the railway benefit. 

Yesterday I think Mr. Sinclair, when he was asked 
by the Chairman 3s to the increase in volume, indicated, 
at page 19759-A, thet there likely was an increase in 
agricultural implements -- likely an increase in agri- 
cultural implements. 


THE CHAIRMAN: In the volume? 


MR MACPHERSON: In the volume, yes, my lord. 
The increase in agricultural implements must have 
been tremendous. As to the size of the implements, in 1897 
the implements thst would be going in would be largely 
mowers and plows and rakes and thet sort of thing, whereas 
today there is the heavy combine, there is the tractor, and 
there is all that sort of thing that goes as implements. 
Then Mr. Jefferson, when I cross-examined eae wa: 
volume 77 at page 15610, said: 
"Q@. So, excepting horse shoes and coal 2 i 
perhaps, I suggest to you it would probably be fair to 
Say thet the other items in here which were moving 
westward and provided for would have increased, from 
1898 until today, sbout fourteen fold? 


"A. I do not know whether the increase would be 


fourteen fold or not. 
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"Q. But it would be a great many times whet it 
wes in 1898? 

Pan Yeo , nad" 
That is Mr. Jefferson's evidence at pege 15610. 

THE CHAIRMAN: Have we been Shown anywhere what 
the difference in the freight -rates is? 

MR MACPHERSON: I beg wane pardon? 

THE CHAIRMAN: Have we been shown what the differ- 
ence is in the freight rates as between the two times? 

MR MACPHERSON: I do not think we have; I do not 
VAink so; umy° Lord, I: do not think that has been put in -= 
or the difference in revenue veither I do not think has been 
put in, I think Mr. Jefferson was looking thet up. 

MR SINCLAIR: We had not been asked for thet. 

MR FRAWLEY: Perhaps I got the wrong impression. 

I thought from Something you said, Mr, Chairman, that Mr, 
Sinclair had responded thet he would see if “he could find 
the 1897 rate on farm machinery for you. 

MR SINCLAIR: Nobody asked me that. 

THE CHAIRMAN: I think I mentioned it myself, some 
time ego -- I do not know to whom now -- but it must be easy 
to establish rates on these different times. 

MR SINCLAIR: Well, I would not Say easy. 

THE CHATRMAN: Well, why not? -- the rates on 
farm implements, 

MR SINCLAIR: The difficulty is finding these old 
teriffs, my lord. It is a tremendous Job sometimes to find 
these old tariffs. For instance, in helping my friend Mr. 
Frawley find some old tariffs, we had to wire 311 over the 
United States, anid had over a thousand tariffs gone through 
to find out the imformation he asked for. 

THE CHACRMAN: Well, would it be necessary to go 


back to the tariffss you had in 1897? You could bring them 
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for a grest deal later than that, couldn't you? 

MR SINCLAIR: Yes, 

THE CHAIRMAN: And they would be the same, you see, 

MR SINCLAIR: If your lordship wants the informa- 
tion end the Commission would like Go" gepteu se 

THE CHAIRMAN: If it is not too expensive. 

MR SINCLAIR: Oh, no; I do not think we will have 
too much difficulty in this case, 

THE CHAIRMAN: TI think it might rather have been 
8 part of the case of the provinces to show the benefits 
which probably accrued to the railways, you see, 

MR MACPHERSON: I will try to get that. 

THE CHAIRMAN: From the new retes which they were 
8llowed to make effective, 

MR MACPHERSON: TI will try to get that, my lord, 

MR SINCLAIR: Anything that we can do to have all 
the facts available we will do. 

THE CHAIRMAN: Thank you. 

MR MACPHERSON: Now, if the Commission will 
refer to Exhibit 159, which is filed by the railway, it 
Shows the grain crop in the prairie provinces in the years 
1898, 1946, 1947 sna 1948, end it shows the production in 
each of the three provinces. Now, here is the interesting 
fact, that the Province of Manitoba in 1898 produced sbout 
25 million bushels of wheat, which actually is about half 
the production of wheat in Manitoba today; but in the 
forthwest Territory, what is now Seskatchewan and Alberta, 
the production of wheat was only 5,542,000 bushels, so 
that when you take today according to this Exhibit 139 there 
was an increase from 5.5 million to 308 million, or an 
increase in those two provinces 56-fold in the production of 
Wheat; and if you take, for instance, 1942, which was a 


large crop year in the Province of Saskatchewan, when we had 
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335 million bushels of wheat, we produced in that one year 
61 times the smount of grain thet was produced in both 
provinces in 1898, when the agreement was entered into. 

I am submitting to the Commission that the rail- 
way has benefited from that production, with east-west 
traffic. That wheat has been Sold, and the wealth that 
has come from it has been used to NO: goods and 
products from Eastern Canade, that have come from Eastern 
Canada over the railway. 

THE CHAIRMAN: Yes, in that way, but so far as 
the great increase in volume is concerned, if it is carried 
at a loss, the greater the volume the greater the loss. 

MR MACPHERSON: Well, we have never admitted that 
they sre carrying it today at a loss. 

THE CHAIRMAN: No, but that is the case of the 
railway. 

MR MACPHERSON: It is not before the Commission at 
the moment, but the sdmissions of the railway certainly are 
to the effect that it was not being carried at a loss, that 
the rates were lucrative, lucrative notwithstanding the fact 
that they were ebout half what the rates were in the United 
States, 

THE CHAIRMAN: Now, just to sum up this pert of 
your argument, when these slterstions did take plece in the 
contract by Act of Perliament, the position of both parties 
is of some interest to us, of some concern, Now, the rsil- 
Ways oppose the alteration. 

MR MACPHERSON: Well, I think so, my Lords: Ic .do not 
know. There is nothing to indicate--- 

THE CHAIRMAN: Doesn't that flow from these cases, 
for instance? 

MR MACPHERSON: Well, no. Parliament was sitting 


when the decision was given by Chief Justice Anglin in 1925, 
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end in thet very year--- 


THE CHAIRMAN: Pardon me a moment. Mr. OincLeir., 
I suppose the railway did have an attitude at that time, 
when this amending legislation was put through altering the 
provisions of the 1897 agreement. 

MR SINCLAIR: Yes, 

THE CHAIRMAN: What ottitude does your company 
take? 

MR SINCLAIR: Well, from my own knowledge I do not 
know that. All Ivcan say is--- 

THE CHAIRMAN: What I mean is this: We will 
Suppose an agreement, and then we will Suppose later on an 
alteration in the terms of that agreement. It is pertinent 
to know whether both parties agreed to the alteration. 

MR SINCLAIR: We did not consent to any amendment 
of the agreement, 

THE CHAIRMAN: Did you object? 

MR SINCLAIR: Certainly, my lord. We filed 
tariffs in accordance with the Crow's Nest Pass agreement, 
and we were prepsred to carry those teriffs out in accord- 
ance with the true interpretation of that agreement. 

THE CHAIRMAN: When, when? 

MR SINCLAIR: In 1924-25; but Parliament came along 
and said No. 

MR COVERT: Mr. Sinclair, I gathered that the 
Chairman was asking whet position the C.P.R. took with 
Parliament when they changed the terms of the agreement. 

THE CHATRMAN:° I-think Mry Sinelsir ws leading to 
that. 

MR SINCLAIR: Yes. 

THE CHAIRMAN: Parliament passed this legislation, 
Now, during that time, the time that you filed these rates 


end Parliament legislated about them, did your compeny take 
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any action to have Parliament act otherwise? 

MR SINCLAIR: I do not know what action you have 
in mind, my lord. Do you mean, bring a legal action against 
the Government for breach of contract? 

THE CHAIRMAN: Could it be set up in any way that 
your company consented to these alterations? 

MR SINCLAIR: Not to my knowledge, my lord. We 
did not sue the Government. 

THE CHAIRMAN: Because, as is pointed out, the 
alterations were not all against you, you see; some were in 
your favour, such as the release from the obligation con- 
cerning westbound traffic; others apparently were sgainst 
you. You were made to apply these rates compulsorily 
to lines that did not exist in 1897, and so on. 

MR SINCLAIR: That is a point that I have marked 
for my reply, my lord, and I have got some material here Ai 
was looking for, and there are a number of other things I 
would like to speak about. 

MR MACPHERSON: [In any event, my lord, I suggest 
this, that, after all, this deans ease country, end 
Governments would be in consultation withthe Canadtan Pacific 
Reilway before the legislation was passed, 

MR SINCLAIR: I beg your pardon? 

MR MACPHERSON: The Canadian Pacific would be in 
Consultation with the Government, 

MR SINCLAIR: Unless my friend has some evidence to 
support that-=~« 

MR MACPHERSON: No, 1 have not, 

MR SINCLAIR: There is a factual statement. My 
understanding is that we did oppose it, but I did not want to 
make a statement till I could put my finger on Something to 


Support 16, 
MR MACPHERSON: I have simply said that this is a 
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democratic country, end I Simply say that governments as a 
practice do consult in such circumstances. The whole set- 
up of the manner in which we are to make our laws is such 
that legislation hss to go through first, second and third 
reading. Things cannot go through at once. Representations 
are made, ‘te Legislation is introduced and there is 
opposition to it, representations are inveriably made, and 
the opportunity is given. Governments never refuse to hear 
representations made in that connection, 

THE CHAIRMAN: I know that; but you cannot assume 
from that that the company agreed to what was done. 

MR MACPHERSON: No, my lord, I cannot go any fur- 
vher, only to say this <- and iL. think Chis: cis confirmatory 
of the position that I take -- that the company was not too 
much disappointed about the whole business; after 1925 they 
proceeded in Saskatchewan and Alberta particularly with 3 
branch line programme such as they had not had before -- 
1925 and 1926. 

I have before me a copy of a letter which was 
written by Mr. Beatty, e statement by Mr. Beatty to the 
Senate Committee on the C.N.-C.P. Act on the 17th. of 
November, 1932, He Says: 

"The report makes mention of branch line construc- 

tion and expenditures on hotels." 

These were the difficult times in 1932% 
"In the policy of the company in these matters, com- 
petitive consideration had only 6 minor part." 

Theat is, competition of the Cenadian National. 
"The chief factors were the interruption of the railway 
construction during the war, and the rapid extension of 
settlement, particularly in the Western Provinces, which 
followed it. In Saskatchewan and Alberta slone the 


area under wheat increased from 6,993,000 acres in 1914 
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to 21,490,000 acres in 1930. Industrial snd commercial 
enterprises also entered new fields, and for all these, 
railway service was necessary. These settlements and 

industries owed their existence in a very large measure 
to the colonization and development work of the company, 


and it was but natural that it should look forward to 


@ share of the traffic which they might yeidd. As has 
been said, the orderly progress of its programme was 
effected by the sction of the rival system, but the 
future of the company could not have been 

protected if it had refrained from following the march 
of settlement. The traffic returns of the new lines 
up to 1930 fully justified their construction, and the 
falling returns of Subsequent years have been no more 
characteristic of the new lines than of other parts of 
the railway." 

My point is thet if there had been this terrible 
disappointment on the part of the company at this action of 
the Government of Canada and the Parliament of Canada in 
1925, then there would not have been the branch line con- 
Struction to the extent there was in these areas that were 
particularly sffected by these two Subsections; but they 
were carried on, there was no cessation of branch line 
activity. Instead, it was accelerated, and that was the 
position from 1925 to 1926, 1927, 1928, 1929 and 1930, ana 
it stopped then. 

Now, my lord, my friend referred two or three 
times to the Farmers' Creditors Arrangement Act. There is 
a statute which was passed for a purpose that interfered 
with contracts as between individuals. It provided for the 
Setting up of a new set of covenants between individuals, 
between mortgage compenies end banks and lumber companies 


and machine companies and the farmer. That was done by 
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Parliament. So here you have the contractual parties, the 
farmers on the one hand, so to spesk, and the company on the 
other, through the Government. The contract was 
amended by Parliament, but the contract is still regarded 
as existing betwenn the porties, 
THE CHAIRMAN: ‘These relief contracts that you 
refer to were sll sltered for the benefit of the farmer, 
were they not, by a reduction in his debt to begin with? 
MR MACPHERSON: Yes, they were, It was for the 
benefit of the farmer, but also for the benefit of the 


creditor, 


(Page 19895 follows) 


eter eed owmtitos ate eved ad ‘otert 08 “saromra 
Bit! hi mart att tie 
Saleh ‘ot 96 ee Onto aig rete Lay iy 


: ' hil Nb oes 
otT: |, dmommtsvon acid Suony eitedto ag 
i | bot } 
toastnog ede dod \ tren tiooet ed bobsrome 
; : rf : 
oil anmeuwed gaidvalxe as. 


a 


: WAMAT AHO AMT 


1 ar Rs oui ee acto so i ea Ges Let ee ta a Bet Ih. Pets ie 
ERA gad "te Bt eS Bias is it a a mt TOTS? 


Son yard. araq 
TOA Mi EM 


a pee 
el ade fanned 


an, il, “ ‘ 
Os LE9T0 


- 19895 - Mr. MacPherson 


As Mr. Sinclair said during the course of this week, the 
Canadian Pacific Railways, in order to keep men on the 
land, which was the important thing, in order to 
encourage men to stay with the land, voluntarily reduced 
the obligations. I have forgotten how many millions of 
dollars he said that their own company had forgone in 
the matter of obligations from the farmers who were on 
their land, and the loan companies did the same thing. 
In very very many of these instances consent orders were 
made because their concern was that the land be farmed, 
and they had to share the loss with the farmers. Mr. 
Covert says that under that Act creditors were allowed 
to vote, which is quite right. 

THE CHAIRMAN: To what? 

MR. MacPHERSON: To vote, at a certain stage 
under that Act. The first stage was a meeting of 
creditors with the debtor and at that meeting the creditors 
had the right to vote, and they might refuse to accept 
the proposition of the farmer, and then there would be 
nothing settled at that stage. The farmer then could 
appeal to the board of review,and when the matter came 
before the board of review the board could impose on 
farmers and creditors alike a proposal which would be 
binding without the consent ‘of either the farmers or 
the creditors. I am trying to hurry along as fast as I 
can because everybody wants to get through. 

THE CHAIRMAN: What was the name of that Act? 

MR. MacPHERSON: The Farmers' Creditors 
Arrangement Act, and it was passed in the year DOA Oot 
have forgotten the chapter. 

MR. COVERT: I think I might mention that it 
was about this same time that a companiés' creditors 


arrangement act was passed. It is really a type of 
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bankruptcy legislation. 

MR. MacPHERSON: That is right. 

THE CHAIRMAN: Yes, I remember. The acts were 
justified as bankruptcy measures. 

MR. MacPHERSON: On that basis. The matter was 
referred to the Supreme Court and an appeal was taken to 
the Privy Council, and it was on that basis. 

THE CHAIRMAN: It was not a matter of provincial 
Jurisdiction. 

MR. MacPHERSON: Not a matter of provincial 
jurisdiction; that was the issue. I want to refer now 
to another aspect of this question. ‘In the evidence, 
volume 97, page 18249, I asked Mr. Armstrong about the 
world's production of wheat and he said it was six billion 
bushels. Under the International Wheat Agreement, which 
is in evidence as exhibit ell, we see iat ue wheat 
trade guarantee each year to the end of 1953 on the part 
of thirty-seven importing countries is 456,000 bushels. 
To that is to be added 100,000,000 bushels in respect of 
Germany and Japan who, in the past month, have been added 
to the list making a total of guaranteed imports of 
556,000,000 until the end of the crop year 1953. 

That means that the total world trade is less 
than 10 per cent of the world production of wheat, and 
of that world trade Canada under the international agree- 
ment, which is exhibit 211, will get 220,000,000 bushels, 
and it rises in the last year to 230,000,000 bushels, 
that is, 220,000,000 out of 556,000,000 and in the last 
year 230,000,000 out of 556,000,000. Canada, which 
produces a little more the 5 per cent of the world's total 
production of wheat, actually supplies almost half of 
the world demand. That is the position at the moment; 


that is the position we are in under this international 
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agreement. 

The international agreement in itself indicates 
the measure to which buyers and sellers alike foresee a 
lowering of price for while the ceiling is maintained 
during the course of the agreement at $1.80 the floor is 
dropped from $1.50 to $1.40 to $1.30 to $1.20 in succeeding 
years, so that in the last year of its life the floor is 
$1.20. 

The position for Canada is this. According to 
exhibit 179, which I caused to be filed, you will see 

the production in Canada and in the United States over 

a period of years. You will see there that the average 
production in the United States up to the beginning of 
the war was around 750,000,000 bushels, that her exports 
most years were a negligible percentage whereas in Canada 
it was a matter of life and death with us to export our 
grain. Now we find with inducements offered by the govern- 
ment of the United States to its farmers, and with 
providence smiling as well, they have produced as much as 
1,360,000,000 bushels of wheat in one year, and in four 
consecutive years they have produced over 1,100,000,000 
bushels of wheat. At the present time they have, according 
to the evidence, over 600,000,000 bushels of wheat as a 
surplus in the United States, and at the same time they 
have this they are bonusing the export of their wheat. 
They are encouraging the production of wheat in many 
ways and with Marshall aid and so on they are in a 
position to make sales in a way that this country cannot 
possibly do. 

At this very time, according to exhibits I have 
filed, 212 and 213, reports from the American Department 
of Agriculture, the facts are given there as to what is 


being done by the American Department of Agriculture today 
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to encourage production of wheat, and as to what the 
wheat position is there. At the same time while that is 
going on their surplus is piling up, and the prospects 
for the current year for their winter wheat crop in '! 
the south are excellent, according to the last report 
which was filed as of the 15th of February. In the same 
way the conditions of crops8in Europe, as reported in that 
same report which is authoritative and authentic, are 
excellent. 

At this time, having gone through the conditions 
we went through in the 30's, a comdition of glut, a 
condition of surplus, of not being able to dispose of our 
grain at any price, we find ourselves with the world 
wheat trade shrinking. We find ourselves with our great 
neighbour to the south having increasing surpluses. We 
find ourselves with much pete) tc encourage development 
there. Only in the past week the Minister of Agriculture 
of Canada urged the farmers of western Canada to cut down 
their wheat acreage by three million acres this year. 

At this time the Commission is being asked 
to recommend to parliament -- Mr. Sinclair says that 
he speaks to you as the agency of parliament -- that 
there be taken away from the farmer that cornerstone of 
security which he has felt he has always had. It is 
not a matter of psychology; it is not a matter of 
superstition; it is not a matter of that kind at all. 
Tt is a conviction that, in so:-far as he is concerned, 
in season and out of season the only way in which he 
possibly can carry on is by having this guarantee. 
Through the '30's he did not ask for a reduction in these 
grain rates, when he might have but he felt that the 


turn would come and he was prepared to take the bitter 


with the sweet. 
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I was intrigued this morning to have Mr. 
Spence say in his suggestions that in the '30's it 
was conceivable that the Board of Transport Commissioners, 
in order to help the farmers, might have reduced freight 
rates. According to Mr. Armstrong it would not have 
helped the farmer. It would have helped the buyer in 
Europe. So that somehow or other there must be some 
basic difference between them because if Mr. Armstrong 
is right then it would not be helping the farmer a bit 
to cut down freight rates, but Mr. Spence suggests that 
it might be seriously argued -- and I think Mr. Spence 
is right and I do not think Mr. Armstrong is right 
because I do not feel that the rate from the farm to 
Fort William which after all is what is in issue here is 
borne by anyone else than the farmer. In Mr. Armstrong's 
evidence, volume 96, page 18097, he painted in the most 
lurid way the conditions that obtained in western Canada 
during the '30's. 
THE CHAIRMAN: Who? 
MR. MacPHERSON: Mr. Armstrong. He said: 
"Some of us in this room must have been on 
the prairies during the great drought and depression, 
and anyone who was on the prairies in those years 
and did not realize that the western Canadian farmer 
was suffering, why, he must have been blind. There 
were such people, blind people, but they could not 
see that the western farmer was suffering. There 
is a thing that we have to face; the western farmer 
went through this. Now, what are we going to do 
about 1+?" 
Then Mr. Armstrong suggests that we have to deal with 
the marginal and sub-marginal farmers. I am not going 


to take time this afternoon, but when I pressed Mr. 
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Armstrong as to how many there were, as I did when he 
referred to the unnecessarily large number of marginal 
farmers, he finally answered that one would be too 
many. Mr. Armstrong carefully chooses his language. He 
is a student of semantics, and the words he used were 
"an unnecessarily large number of marginal farmers." 
Mr. Armstrong characterized this agreement an /oittey! 
ineffective and inadequate subsidy. We do not agree 
with that at all. At.a time when we are living side by 
Side with the great American republic, with the money 
they have, with their production, with the bonuses they 
are paying, we say it would be disastrous not only to 
the world but also to the economic security of the west 
if this change were made. 

I am not going to take much time to deal with 
the question of who pays the freight. I listened to Mr. 
Armstrong. In volume 97 at page 18304 Mr. Armstrong 
completely disposes of this theory himself. I put to 
him the question of the three farmers, one from Manitoba, 
one from Alberta and one from Saskatchewan, and he finally 
admitted that the price would have to be such as would 
take care of the farmer farthest away, and that was going 
to mean with higher freight rates the more money I would 
make as a farmer in Regina and the more money still Mr, 
Shepard would make as a farmer in Manitoba because he 
was closer to Fort William. At page 18304 ° I 
said: 

"You are assuming that the Liverpool buyer 

will, without question, accept that increase which 
I have assumed?" 


Mr. Armstrong's answer was; 


"That is the basis of the assumption, of course; 


that is the basis of the argument. If he does that, 
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then we are leaving Mr. Frawley not hurt, and you 
are getting some manna from heaven and Mr. Shepard 
a little bit more." 

That just does not work. 

THE CHAIRMAN: On this question of who pays 
the freight rates, to look at in the broader light of 
general national policy, we have been told for many 
years that our wheat is produced in the middle of a 
continent, that it is a long railway haul and added to 
that a long ocean haul, to get to the same markets where 
other wheat can arrive with a shorter haul. Certainly 
there is a shorter railway haul in the other cases which 
is the most expensive part of the haul. In so far as 
the demand for that wheat is concerned, does that matter 
who pays the transportation. 

MR. MacPHERSON: Perhaps not except -- 

THE CHAIRMAN: You see the transportation, 
whatever it is, is there. If the buyer in Europe has to 
pay it all, let us say from Regina to Liverpool, then the 


bagner it.18 the less inclined he de to buy id, cin. ec 


far as transportation costs enter into the price. Is that 


not so? 
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MR. MacPHERSON: Well, yes, but I think we 
get down to this: so far as the farmer is concerned, 
to him the price is the amount of cash which he gets 
in exchange. | 

THE CHAIRMAN: That is another feature. But 
what I am talking about is the consideration which, we 
are told, is to make the transportation of this Canadian 
wheat, grown where it is,as cheap as possible, and to 
get to these world markets where it competes with wheat 
which arrives there having paid less for transportation. 

MR. MacPHERSON: That is right. 

THE CHAIRMAN: And therefore the buyer has to 
consider if transportation is to be taken into account. 

If I take this wheat from Regina, I have to pay 
so much more for the transporting of it here than if I 
take wheat from Hungary, for example. So, from the 
point of view of making Canadian wheat more saleable 
in competition with other wheats which are offered for 
sale, it does not matter to me ‘where the transportation 
is paid because it is there in the price, 

MR. MacFHERSON: I think that is right. 

THE CHAIRMAN: When we are told that the buyer 
pays it all, instead of that being the argument in the 
way it was intended, I think it works the other way. 

MR. MacPHERSON: Yes, I think it works quite 
the other way because of the end result. 

I remember the situation ~-back during the inquiry, 
The Grain Inquiry. There was a situation where you just 
could not sell your grain . until a situation developed 
when there was a scarcity in Europe and there were sales. 


But if we put our price up, if, as Mr. Armstrong said, they 
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doubled the freight rates to 12¢, the amount of increase 
in the price of our wheat at Fort William, if there was 
an open market, then our wheat just would not sell because 
American and Australian and Argentinian and Hungarian 

and French wheat would have a sole, and our wheat just 
would not sell. 

After all, what we must consider is the moving of 
the wheat from the farm to the ultimate consumer. And 
in the last analysis, to argue that the buyer pays all - 
if the buyer does pay all - then, ina time of plenty, 
if our freight rates are too high, then he just won't 
buy our wheat. 

THE CHAIRMAN: In dealing with the contract - 
you seem to have dropped the contract for the moment - 
you did not deal with the alterations made in it by the 
extension of those rates westward. 

MR. MacPHERSON: I shall deal with them. 

THE CHAIRMAN: Perhaps somebody else from the 
provinces will do that. 

MR. MacPHERSON: No, I do not know that anybody 
is going to do so. It was a natural development of the 
country in which the Canadian Pacific was a very large 
part, that the ports of Vancouver and Victoria should 
be developed as well as the port of Prince Rupert, to 
a degree by the Canadian National. 

Now, with the developemnt of theseports and with 
the building of the Panama Canal there went hand in 
hand the fact that these ports became shipping ports 
and that elevators were built there, I mean terminal 
elevators were built there, and grain was shipped from 


there; and it was purely, so far as the Canadian Pacific 
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was concerned that they put a rate on to Vancouver, a 
voluntary rate, which was the same type of rate as the 
Crow's Nest, and that rate was continued. 

Then, when the decision was given by the Supreme 
Court in 1925 - first of all, when the decision was 
given by the Board of Transport, that was up in the 
air, or it might have been up in the air, but Parliament 
then acted and passed legislation putting in subesection 
(6), and made it apply - sub-section (5) Sas Welle 
to all other lines as well as the Canadian Pacific lines. 

THE CHAIRMAN: You think that provision in 
the act meant lines going westward as well as eastward? 

MR. MacPHERSON: I think that is why sub-section 
(6) was put in - not sub-section (5) but sub-section (6). 
I think it was put in to take care of the situation of 
lines going west. And while there was no provision 
Otherwise, the Board of Transport then was in no position 
than to do this, and to pass the order which made the 
same rates apply to exports to Vancouver:‘as to Fort 
William. 

THE CHAIRMAN: Do you consider there was anything 
umveir about it? 

MR. MacPHERSON: I do not think there was 
any objection at that time. 

THE CHAIRMAN: We heard from Mr. Sinclair 
yesterday. He made something out of it. 

MR. MacPHERSON: Well, I would say this: I 
cannot prove Hevea, my lord, but I think the Canadian 
Pacific was just as concerned as were the citizens of 
Vancouver to develop the port of Vancouver; and I think 
that the development of that port as a grain port was 


supported by the Canadian Pacific just as much as it was 
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Supported by anyone who was interested In tt, ten She 
City of Vancouver. And I do not think that the record 
will show that there was other than the most complete 
co-operation between the City of Vancouver, the City 
of Victoria and the Canadian Pacific. Up to that time 
there was no objection whatever to putting these rates 
in until the whole question was raised, naturally, in 
1924, and whilst before the Board in 1924. 

THE CHAIRMAN: When was the extension made 
westward? It was about that time, was it not? 

MR. MacPHERSON: The order was made. It was 
in the twenties that I think the first terminal elevator 
was built at the coast, 

THE CHAIRMAN: I know. But there was one there 
in 71923? 

MR. MacPHERSON: Yes, that was about the first, 
and at the time that was built, it was before 1924, 
there was a rate to the coast which was as good as the 
rate - as I understand it - the rate to Fort William. 

THE CHAIRMAN: You refer now to the voluntary 
rate? 

MR. MacPHERSON: The voluntary rate which was 
put into effect by the Company itself. I shall not be 
very much longer, my lord. 

THE CHAIRMAN: Yes. You were about to finish? 

MR. MacPHERSON: I shall not be very much 
longer. But there is one matter I should like to refer 
to, and that is at page 19787. Yesterday Mr. Sinclair 
referred to the 12 cent, the increase to Regina, that 
it only being 6% of $2.00. But by the same token, 


it would be 10% of the $1.20, if the floor reached 1953; 
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and it would be 30%, yes more than 30% of the low rate 
of 38¢ which was back in 1932. 

Amd then, doing the same figuring, the Canadian 
racific collects about $30 million a year from the Crow's 
Nest rates. And if these rates are doubled, it will 
collect twice that amount. And if the Canadian National 
does likewise, and it will, the increased bill that will 
be paid out of Western Canada will be a very heavy one. 

If it goes as high as $60 million, as it might, that 
would be the equivalent in interest at 5% to a very great 
mortgage, in «c Sense, aS against the farm lands of 
Western Canada. 

I am only trying to translate into figures. Mr. 
Sinclair says this increase - I am simply indicating at 
@ time when, in my own province, the Province of Saskatchewan, 
after ten years of comparative prosperity in that province, 
nevertheless we have lost 100,000 people. 

At a time like this, anything that was done - it is 
not because ‘of the psychology; it is not because of clamour, 
but it is because of a feeling of a loss of economic 
security. And naturally the man who would be the most 
damaged would be the sub-marginal land operator = and 
there are still some there, as there must be. And if 
he is forced off the land, then he provides Py ek 
problem, in a sociological way, for Governments Municipal, 
Provincial, and Dominion in the country. 

Now I was trying to indicate how simple it looks: 

6% of $2.00. But no one in the west feels that $2.00 
wheat is going to last,. People in the west are resigned, 
under this International Agreement to a floor of $1.20 


by 1953. And if that is so, then the 12¢ becomes, at once, 
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10%, 

I do not think I want to take any more time, Mr. 
Chairman, because there are others who want to follow 
me, such as Mr, Frawley and Mr. Shepard. I know that 
everybody wants to finish up today. I would like to 
say this, however, and I think, probably, I can best 
Close, by quoting from - - 

THE CHAIRMAN: Perhaps as you are about to close 
I should ask you this question because it is of some 
importance. 

The Canadian Pacific come to us and they say: that 
if - and they are satisfied that they can prove that 
these rates have become non-compensatory = we, here, 
have not had the time or the facilities to go into 
contentious accounting to check the cost of any particular 
haul in the country. I think everybody understands that. 

But if, eventually, the opportunity should present 
itself, and it should appear that these rates, in fact, 
are not now compensatory, and that the railway rates - 
both of them = have to caryy the traffic ata loss, I 
Suppose then you would say that something has to be done 
about it. Isn't that so? 

MR. MacPHERSON: That is right. 

THE CHAIRMAN: Now, the railways say that in 
Such @ case what ought to be done is: that the rates 
ought to be increased, and if that is found to be a 
hardship on the shipper-producer in the west, then 
put in a subsidy; that he should be the recipient of 
that subsidy and not the railway. 

Have you any suggestion to offer? 


MR. MacPHERSON: Yes, my lord. The suggestion I have 
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to make of behalf of Saskatchewan is this: that if there 
is any subsidy in that connection to be p2id, it should be 
paid to the railway. 

THE CHAIRMAN: If it did turn out that these 
rates were non=compensatory, then you admit that some- 
thing would have to be done about it? 

MR. MacPHERSON: That is Vist. 

THE CHAIRMAN: And what do you think that 
something should be? 

MR, Ma GFHERSON t I say that the subsidy should 
be paid out of fs national exchequer to the railway. 

THE CHAIRMAN: And you are saying that on 
behalf of the Governmant of Saskatchewan? 

MR. MacPHERSON: Yes, that is what I am 
authorized to say. 

THE CHAIRMAN: Very well, you may proceed. 

MR. MacPHERSON: I would like to refer for 
a minute to Mr. Spence's "just and reasonable rates" 
of this morning. 

First of all, the Canadian Pacific want no 
amendment to the Raiiway Act .empowering the Board to 
consider any additional economic outlooks. I think 
thet is what Mr. Steer said last night. 

Now, the Board has declared, as your lordship 
h@as read, that it is not empowered under the Act as 
it is twu.consider economic outlooks. 

Now, the farmer feels, and he is convinced that 
the Board of Transport cannot fix just and reasonable 
rates on grain because it is preciltded by law, according 
to the BoardsS jurisprudence, from taking that wide 


view which he regard@ as essential. 
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The grain farmer of the west feels that the only 
court that can determine his transportation rate is one 
thet can take the wide economic view, a view of national 
policy. But that is something the Board of Transp°rt 
refuses to take. And our Canadian Pacific friends say 
they will not disturb the status ieee 

And so far as the farmer is concerned, I further 
feel this: - as I think Mr. Wesson said the other day, 
or perhé®ps it was Mr. Brownlee, it was one or the other, 
and I just forget which one - I think the posLtiom.ofF 
the farmer is this: that if, with the Crow's Nest 
legislation in the position it is with subsections 
(5) and (6) and Section 325, if that is deleted, as 
the Canadian Pacific say they want it deleted, then there 
would be an attempt to satisfy him by a subsidy, as 
the Canadian Pacific suggests, and then he would feel 
that there was bad faith on the part, first, of the 
Canadian Pacific and of the Government. 

They were parties to the agreement in the first 
place, and Parliament is the high Court, and Parliament 
should continue to deal with it. And if a subsidy is 
to be paid, it should not be paid to him, he thinks, 
but it should be paid to the railway. 

But the railway says: "We do not want a subsidy." 
They regard it as a corrupting influence and they do not 
want it. They won't take it. But if your rate fixing 
principle is the same, why pass on this evil influence 
to 250,000 individuals? That is what they say. They 
would subsidize the farmer, but they would not be 


subsidized themselves. 


I am suggesting that what the view of the Province of 
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Saskatchewan is: that if some thing - we do not admit - 
but if the rates are non-compensatory, and if something 
is to be paid to the railway to balance off for the 
railwey, then that should be paid out of the exchequer 
of Cenada to the railway, and there should be no effort 
made, such as was Suggested by the ee to subsizize 
the farmer, That is all, 

THE CHAIRMAN: You are through now? 

MR. MACPHERSON: Yes, 

THE CHAIRMAN: I.-.shall not ask you this expecting 
yOu to answer it today, because we are dealing now with 
the Crow's Nest rates. But throughout this inquiry 
something would be said every once in 2 while about the 
powers of the Board, whether they should be extended 
or even if they should be restricted, or, as they are 
now, is the present situation satisfactory? 

We heard counsel for the Canadian Pacific this 
morning say they were satisfied to leave the powers 
of the Board as they are now in the Statute. 

I am notexbecting you to answer the quéstioncnow, 
because the question is more general than its application 
to this particular class of rates. But when we do hear 
final argument, we do want to know from all concerned, 
what they have to tell us about the Board itself, and 
this situation, and particularly the powers which it now 
professes, which perhaps ought to be extended or otherwise. 

I think we shall take a few minutes for recess now. 

MR. MacPHERSON: Thank you, my lord. I am sorry 


I took so much time, but I had to answer my friends. 


RECESS 
(Page 19925 follows) 
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~-=On ‘resuming . 

MR. FRAWLEY: My lord, before commencing I 
would like to refer to Something that transpired 
during Mr. MacPherson's argument with regard to the 
rates on agricultural machinery under the Crow's Nest 
Agreement, and now. I was going to say that at page 
19726 from the cross-examination of Mr. Marler the 
question of the relation between the rates on farm 
machinery from Toronto to Calgary under the Crow's 
Nest Agreement and the present rates came ups) JAG that 
page you said to Mr. Spence, my lord: 

"THE CHAIRMAN: Mr. Spence, on page 11 

Mr. Marler gave us certain rates on farm 
implements. Are you questioning the figures 
he gives us there}? He showed us an increase 
from $1.25 to $2.30. Are those figures not 
right? 

MR. SPENCE: I suggest that they are 

noe right. my lord, but I wowldwirike te 


check them." 


Mr. Spence has been good enough to tell 
me just now that these figures are correct. 

THE CHAIRMAN: These figures then show 
the difference between 1897 and now, is it? 

MR. FRAWLEY: 1897 and now. In the 
report of the Farm Implements Prices --- 

MR. SPENCE: If Mr. Frawley will 
pardon me a moment, not "and now"; between 1897 
and 1937. 

MR. FRAWLEY: I was going to deal with 


that. That is right, you see, because what Mr. Marler -- 
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I am sorry, I have not got Mr. Marler's brief here, but 
Mrs Marler must have today's price, because I see $2.30, 
and as I calculate the 1937 price of $1.663, which 

Mr. Spence tells me is correct, if you roughly add 

el and then 16 you will get today's price, and that 
will run out to about $2.32. Now, without trying to be 
exact about it, it would seem as if today's price 

is $2.30, $2.32, something of that sort. I imagine 
that Mr. Jefferson could give us the exact figure 

just in a minute, but whatever it is it is roughly 
figures of this order. That is the point Mr. Marler 
was making when he was calling attention to the very 
considerable difference in the Crow's Nest Pass farm 
machinery rates and what the farmers of Alberta have 

to pay today. : 

THE CHAIRMAN: You are now about to address 
us for the Government of Alberta? 

MR. FRAWLEY: Yes, I am addressing you for 
the Government of the Province of Alberta, my lord. 

THE CHAIRMAN: All right. 

MR. FRAWLEY: And I would expect to be 
quite short, my lord, not only because we are getting 
to the end of our time but because Mr. MacPherson has 
addressed you quite extensively, and I will content 
myself with only some phases of the matter, leaving 
Other phases of it quite untouched in my argument. 

Now, I put it to the Commission, my lord, 
that the basic question at iSsue here is: Should the 
grain rates be treated in precisely the same manner 
as all other rates. That,I take it,is the core of 
the Canadian Pacific position, and I have two arguments 
to address to the Commission. Only Parliament can 


effectively take cognizance of the factors which make 
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for a just and reasonable rate on grain. Then I want 
to say something about the grain rates not obviously 
being unreasonably low today merely because they are 
rates which were in effect in 1897. Then I will say 
just a few words about the proposition that the 
Canadian Pacific has a forum; and a word or two about 
Mr. Sinclair's question that he put to all the witnesses, 
namely, the harm that could come or could not come to 
the farmer if just and reasonable rates (as the 
Canadian Pacific described them) were fixed by the 
Board and this Subsidy given directly to the farmer. 
Those are the matters I will deal with and rather briefly. 

Now, I say, my lord, that the grain rates 
were reserved to Parliament because of the basic 
considerations which apply to the growing and marketing 
of grain in Western Canada; considerations which 
only Parliament, Surveying the national interest, could 
and can now adequately assess. I refer to such matters 
as the foreign markets, the regional and national 
welfare implications, the historic aspect of the policy, 
price instability and production instability, and 
the absence of competitive forms of transport. 

Now, I put it to the Commission that the 
Board could not take such factors into consideration, 
but I want to call to the Commission's attention 
immediately that the Canadian Pacific does not want 
the Board to take these factors into consideration. 
That is made very clear in the record at page 19285 
of Volume 104, where the following exchange took 
place between your lordship and Mr. Sinclair: 

"THE CHAIRMAN: That is, the Board then 


would not have any of the discretion which of 
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course Parliament has, to consider national and 
economic matters that might be necessary to 
consider. 

MR. SINCLAIR: In fixing the rate? 

THE CHAIRMAN; Yes. 

MR. SINCLAIR: Oh, they would not give 
reflection to that. 

THE CHAIRMAN: That is what I say. The rates 
at present are controlled by Parliament, and 
you would take them down to the Board and the Board 
would have to consider these rates just on the 
cost basis. 


MR. SINCLAIR: Yes." 


THE CHAIRMAN: I am not sure of "just on 
the cost basis". That is from the record you are 
reading? 

MR. FRAWLEY: I am reading from the record. 

THE CHAIRMAN: Could you read that sentence again? 

MR FRAWDRY : Yes. Your lordship saids 

"That is what I say. “The ratés ‘at 

present are controlled by Parliament, 
and you would take them down to the Board 
and the Board would have to consider 
these rates just on the cost basis." 

THE CHAIRMAN: "Just on the cost basis"? 

MR. FRAWLEY: Just on the cost basis, 
because in the earlier page, my lord, 19284, you 
said at the bottom of the page, or Mr: Sinclair 
read what was in the Canadian Pacific brief, 
paragraph 189, the paragraph that has  abeen read so 
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"Before fixing the rates on grain and 
grain products in Western C.nada, Canadian 
Pacific would expect a most thorough and 
detailed study by the Board. In developing 
She cost of handling grain in Western 
Canada, Canadian Pacific has voluminous 
working papers. These can be made available 
to the Commission if desired, and of course, 
would be available to the Board on any 
Study that they may undertake. 

THE CHAIRMAN: Does that not have in mind, 
though, a study by the Board as to costs only? 

MR. SINCLAIR: Yes, that is right Luclo ciix 
the just and reasonable level of grain rates the 
company is taking the position that the Board 
would make a study into the cost of moving 
grain, and that -- 

THE CHAIRMAN: In order to provide you 
with what you call a compensatory rate. 

MR. SINCLAIR: Yes, and to give us Some thing 
ever that: 

THE CHAIRMAN: That is, the Board then would 
not have any of the discretion which of course 
Parliament has i 

This is what I read before. Now then, going on you said: 

", . . and you would take them down to the Board 
| and the Board would have to consider these rates 
just on the cost basis. 

MR... SENCLATR:: Yess. Of course, my lord, 16 
would go on this basis, that the railway would 
make an application to the Board to fix a rate 


on grain, and in support of it they would bring 
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forth some evidence as to cost, because the 
rate that they would propose would be a rate 
that would cover their cost of movement plus 
something to other expenses. Now, exactly 
how much more than the cost they would ask 
for would be in exercise of their judgment 
aS to what deterrent there would be on the 
free movement of grain by fixing a rate at 

a certain level. 

THE CHAIRMAN: I see you put one limit on 
yourselves there, where you say that Canadian 
Pecific would not expect nor would they ask for 
rates as high as obtain in Western United States. 

MR. .SLNCLATR:. Oh, no. 

THE CHAIRMAN: For the same or similar distances. 

MR. SINCLAIR: No. 

THE CHAIRMAN: You put that limit on your- 
selves, well, that is your machinery, anyhow. 

MR. SINCLAIR: But the point I make to Mr. 
Frawley is --- 

THE CHAIRMAN: I understand; that is part and 
parcel of your case. You say, now, let the Board 
determine these rates on this what you might call 
technical basis, and. then’ 1f in addition to that 
national policy requires that some relief be 
given, that would be given to the producers 
and not to the railways. That is your whole 
Holicy.. 

MR. SINCLAIR: Yes." 
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I have read it all. I had not intended to 
read so much at the beginning, but I am glad I did. 
That now is pretty well a complete statement of what 
passed between Mr. Sinclair ana your lordship on that 
day. 
THE CHAIRMAN: Pardon me, Mr. Frawley, Mr. 
Sinclair doesn't seem to agree. 

MR. SINCLAIR: Well, I Say that you have 
to continue and read how I explained how the grain 
moves freely and what considerations would govern that, 
and I did that in the answer immediately following. 

MR. FRAWLEY: Well, I will go on. 

MR. SINCLAIR: I knew you would. 

MR. FRAWLEY: Well, I don't know how much 

farther I should go. 

MR. SINCLAIR: The record is there. 

MR. FRAWLEY: "COMMISSIONER INNIS: And 
Mr. Evans made some statement to the effect that 
he was opposed to any flexibility of rates, 
because one could think of a situation of a 
large crop with high prices or a situation 
of a low crop and low prices, in which pre- 
Sumably the burden of the rates would vary 
greatly; but you are not willing to re- 
cognize that sort of situation. 

MR. SINCLAIR: Well, if the Board took 
into account the need to move the crop freely -- 
and I think it must take that into account -- 
and the rate was acting as a deterrent on 
that movement, on account of some fluctuation 
in price, Dr. Innis, -P°Unink’that they 


could quite properly do it, but not other 
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than that. Other than that, our position is 
that it is a matter for Parliament, if one 
Segment of the economy requires some special 
assistance, and that they should not get 
that assistance at the ‘expense of either 
the shippers or the railways. But the major 
point that I wish to make right at the moment 
is that, while we expect a commodity rate on 
grain and would apply for a commodity rate 

on grain, it would be a commodity rate that 
would be first approved by the Board, and the 
Board would have complete control over that 
commodity rate, and it does not come into 
that aspect of a commodity rate that Mr. 
Frawley is now discussing wash Mr. Harries. 

I thought that might be helpful and might 
clear things up." 

Now, that is what Mr. Sinclair wanted me 
to read. I am not going to repeat it. I say that 
my friend said twice to you, my lord, that he wanted 
the Board to have a study and to fix its rates having 
in mind not national and economic matters that it 
might be necessary to consider (to use your lordship's 
words); he said that they would not give reflection 
to that. Another thing he said departed from that. 
You said to him: 

"You would let the Board determine these 
rates on this what you might call technical 
basis, and then if in addition to that, 
national policy requires that some relief 
be given, that would be given to the pro- 


ducers and not to the railways. That is 
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your whole policy. 

MR. SINCLAIR:* Yes." 

All right. My lord, my submission to the 
Commission is that there can be no doubt whatsoever 
that if the grain rates were removed from the statute , 
all considerations of national economic policy which 
have heretofore, and indeed continue to be, of major 
Significance would go by the way. The Board is not 
a national planning board; no one has asked that they 
should be a national planning board. In my Submission 
it is inconceivable that the welfare of Canada would 
be served, properly served by placing the determination 
of the level of grain rates in the hands of the Board 
of Transport Commissioners where purely rate making 
considerations would prevail. In my view, the Board 
could not, wihwithout special Statutory authority be 
called upon to examine and assess the considerations 
of national policy out of which the grain rates 
originated in 1897 and were reaffirmed in 1925. 
To give the Board such special powers and directions 
by amendment of the Railway Act (and I am far from 
advocating that, nor indeed has the Canadian Pacific 
Beeeet=ay: to give the Board such special powers 
by amendment of the Railway Act, enabling them to 
examine and assess these considerations of national 
policy, would give the Board a specialized juris- 
diction over one set of rates quite different from 
its jurisdiction over all other rates. That would 
indeed be the case.° one segment of the rate 
Structure being removed not only from the direct control 
of Parliament but even from the general jurisdiction 
of the Board. 

(Page 19937 follows) 
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Such action would, in my Submission, place the Board in an 
invidious position with regard to the rest of the rates in 
the rate structure, 

At this point, my lord--- 

THE CHAIRMAN: Mr. Frawley, I told Mr. MacPherson 
at the end of hig argument that at some time we expect to 
hear from you about the Board, whether or not you wish any- 
thing done as to the bowers of the Board, whether you want 
them extended. Tf am not asking you to answer now, because 
now we are dealing only with these particular rates, but 
Senerally we would like to know what you have to Say on the 
question before we finish completely, about the constitution 
and powers of the Board, 

MR FRAWLEY: Yes. my ilord. 

I think that this matter I am putting to the Board 
now is really beyond eny serious question, but I would like 
to refer the Commission briefly to what the Board thinks 
itself of its own limited jurisdiction in the matter of 
taking cognizance of questions of national economic policy. 
The Board will find quite an extensive review by the Board 
itself in the 21% Case of what it had said in earlier cases. 
I assume that if the Commissioners have not read those pages 
they will do so later, and I will now only call attention to 
two of them, on page 54, 

One was the Western Retail Lumbermen's Association 
v. Canadian Pacific et al, in which they said: 

"The obligation of the railway company is to charge 3 
reasonable rate. It is not called upon, through the 
reduction of the rate, to guarantee that the business 
will be carried on at a profit. In other words, the 
needs of the business and the way in which it is carried 


on are not the measure of the reasonableness of the 


rote," 


ORE RENEE aie ODEEG 


iy ) Re oe Ue ite in Meer ie 
Ne gh eeter ard 6 bow. ag, bs 
: i ‘ AM , , ra ; oH hi 4) ea Us i = I th 
yas > ii ef ae by Aig: 
\ ray wt enna vi tbo pepe 
( Ki bed ; iy ' ug ae a | 
ered to Bie. yl Hsot Tis psa mM “SAMARAS ae ‘ae se 
aaah ae fi ay eee f We ay f, ‘ , : 


et deokee me opts oon f2, 8 Hark, trigowrate aif Ral bre, EA) 


ee | é 
arth. ae AON Sees | EO, wonton {baeodl, rid suede ‘oY, #032 boa: 


7 
AS 


hw 
i he wer 


rivet: Hiroe ae Bee  Szowod orld (ad a8 cob panda 


z 7 Voy uy Ma nh a 
dehuiidiart cate sa od dare. a tor BeAr’ | babnadxe 4 
; Sure Peas — oduct if Plow yino. gal les 26 one ait Wom 
Vie Lhe S38 bit evan roy tent worl ‘of uth aiiave eM ‘VLLeroneg 
2 : ; : tay? i : 
its thtanna suid d ci Cha ta tombs ha Re ow ‘onotad Robdesup i 


wld 16. dak iis)! One 4 


(ie Vs : Fi ; ~ a 
Oe j eS oa \ y a 0 i 
Se Pa Ve Mt ‘Ae at 4 i 
ag : ; ve ae A . ¥ i My i oe ball ‘¢ ‘ ‘hom x 
. “ We ns eat) es ante | ie Searae Ft ar AG 
am * ed as Ot Oty ey Sehr ae De dy A GG RRS f v odd Shel td ys ; Day hy " 
a 4 We ea Reet ila tet * my 3 es, dhs ‘ 
ae , re 
be MES hioow Lo see ‘gotdioup suotsee.” ‘give, baked titer al’ watt 
OEE PUA ties ey roc ait whine wien WAL ae canal rr ee mas one ies | est 
Ly! i ia 
‘sl Baler Benge GE |S SRM SO id REE 4G Lee Lingo. melt nos at O30 
fi ¢ a bet ~ 5 iy . 5 f xt ; sia 3 
ae ti syete oie eke. ae Od ito taal ssi, batimig£ swo ads to, rLeaddi® 
ee? Beer Vien te Pea, ere , sk ee Se Ty, ae 5 oi 
ui Ne . | 7 a iN 
ae “ot Too -o OS) ston XO, eraddReuD to, sonsatneon ated) 
‘al ie kh SR ee at fee 4 


ft ais 4 i j ; ; ’ i ha) ine ee He Re a me Fs Pep iinet = ag 
; beast. brid, Yel ee TN UN DectodKe re ea LUD pala uy 808 AAO 
Hef yay, y oes Ks i ; ayy * 


Urey Sa } x . ; 
bRae bad ot tetw to gacd &L9- end ar teeth 


- Bae H ‘ era ey ‘, ' 
at fins ) a ee ae ene (a 
ah 8 Bie. Be Gury f yey tk % 2 o f % 4 SBE me mt ng ak ’ ih os ira PRET KO ‘ oe 2 ag 3 uh wa on bch aye g a i , 
‘ ae a . ¢ rey t & on 
a OT a fino gine worm [Ltw. F bets «mets aa :O0 EE hw vod | 


“i 4 7 “At bal Hee ee (Ae Sug ae is odd. Ao. ‘ond 


i ae ie 7 ts koa - M4 rae 3 “ 
My MES ISEIORRA Bee aRt: as Raat gets taoWw QS ey an . 
i i or | Make " 
(hies yas lop hehe $9 ott £08 sbbened | oF 
‘ h ‘ ile sn 4 ow F ’ . ' 
ee ah lh 10 oa t) ie ii aan Lis fi He , Ware Ng xk oh iy i 10 THO, rie £5 a £0 si (r 4 H 
af . rina aca PN rsa tt ae . 2 oy ae. 7 
BS rn eT ae a 
7 ‘ip Si MR ae ie satu. Dek lays Seti wsy Pee fe ented oideroeses : 
“ne Rare ech ba . Sh ay shiney & aah are os ) 
a EBA) eee wih TU: SOPH AeeA OW eon at Yo HOLIQNDSS Jo) 
ite Uy ee ll oie : re +4 ara ’ BN OM i , suet” 
Hf ond... Bettow' secte ne: See nNG: & 98. H0! betet Ri eds tft 
of hte ar) oil Us A i } i i 
¢ wie, : a 
; ine eee bE db osokeie mt caw “i bere seagtacd: ead ao aboor r 


FANE i : : 
‘ | J (nah es me 


ohh ane Ye aennelaudasn eet mute 80. eae: st: Pree Jon. ee 


' 
7 ' ' 07 (nb as! SIDE ee why os a eh 
MOREE RT DU MR he Maer eR ne Wit pitt » 
ae eb ‘ 7] My 1 or _ q re ‘} HBA i Ae he ieee 
; vei om (a 
\ : j ty, As 
4 hia 
i ¢ i ’ 


ID 


-19938- Mr. Frawley 


And therefore, the Board would say, not being the measure 
of the reasonableness of the rate, we have nothing to do 
WIth it.) “That. is logic. Now, I say Just at once, in 
perentheses, that the needs of the western grain grower 
ore a matter of concern and were 3 matter of concern in 
1897, were sgain particularly a matter of concern in 1925, 
and the fact thst Parliament has left it there, al.though 
Parliament hes gat year after year, indicates that those 
ere matters which are to be taken into account in having 
the grein rates remain at their present levels. 

Then in the case of Canedian Chins Clay "Cosy, 
Grand Trunk et al, which is also cited at page 54, the 
Board said: 

"Tt has been held time and egain that rate-regulating 
commissions have no right whatever to attempt to 
equalize geographic, climatic, or economic conditions. 
They are concerned simply and wholly with the question 
of the reasonableness of :the toll which the railway 
company is seeking to collect for the carriage of 9a 
given commodity, irrespective of how it is made, or 
whence it comes." 

And, frankly, my lord, I will add as ¢ part of my 
argument and my submission, that the Board might very well 
have said -- and I am taking this from what your lordship 
Said this morning, of course -- one might add to "whence 
it comes" the words "where it goes". 

THE CHAIRMAN: You have been talking of nationsl 
interest. Now, it is in the national interest that grain 
Should move freely -- that is the word that has been used -- 
and get to ultimate markets, far ‘distant markets. It is 
also to the nationel interest, is it not, that railways 
Should function, be able to function properly? 


MR FRAWLEY: Yes, my lord. 
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THE CHAIRMAN: For that purpose they must have 
Just and reasonable rates on freight, in order to earn 
proper revenue, and so on, Now, 8S between those EWOR 44 
will put to you now the question I put to Mr. MacPherson, 
es to what the Government of Alberta thinks of this, 
through you: The Canadian Pacific Railway tell us that 
they ere satisfied that they could. prove? ss they ere con- 
fident of that -- if time allowed it, that these rates now, 
whatever they may have been at one time, have ceased to be 
compensatory, that they are carrying thisvsfreient atcalioee. 
If that should be established, then apparently something 

would have to be done about it. What, then, would you 
Suggest ought to be done about it? 

MR FRAWLEY: Well, my lord -- I say this with 
every respect -- it is a hypothetical question, based on--- 

THE CHAIRMAN: Well, it is one that may be a real 
live question, a concrete question. 

MR FRAWLEY: That is true, Well, I will not 
evade your lordship's question at all, but may I by wey of 
preliminary say thst I should be asked that when the inquiry 
Which your lordship says might be held has been held. But 
in the event that there was an inquiry -- and I must qualify 
thet by saying this, my lord, because it will give more 
Value to my answer, I think -- that inquiry must take 
account of all of the benefits » swhich sccrued to the 
Canadian Pacific at the beginning and through the years, 
Your lordship is not seeking to ‘take away from me that 
condition. 

THE CHAIRMAN: I am not taking enything from you, 
but if it should appear that all that has worn itself out 
now, end we are left barely with this about the future of 
these rates, that they sre rates which compel the railway 


to carry freight sat a loss, and @© very great volume of 
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Preters 66,2 lossgss~ 


MR FRAWLEY: Well, my lord, may I put this to 
your lordship: I would first have to be overborne, because 
I would make representations to the inquiring body that 
that must 311 be taken into account -- the value of having 
@ monopoly of Southern Alberta -- that concerns me perhaps 
more immediately than the others -- 311 those things must 
be evaluated. Now, if after all that had been evaluated, 
end under a formula which I would be compelled to accept 
and which I would regard as a fair formula, which had taken 
into account all matters, it were demonstrated that grain 
is being carried in Western Canadas at a loss, then the 
Province of Alberta is not asking for charity, which it 
then would be. We are not asking that our grain be carried 
at a loss at the expense of the Canedian Pacific Railway. 
If that situation srises, and it should be clearly and un- 
mistakably demonstrsted that grain is being carried at a 
loss, having in mind all those other matters I mentioned, 
then we regard the maintenance of the present rates as so 
important that they must not be disturbed, and the loss of 
the Canadian Pacific must be made up to it out of the 
Federal Treasury. 

THE CHAIRMAN: Out of what? 

MR FRAWLEY: Out of the Federal Treasury. There 
then must be a subsidy to the railway out of the Pederal 
Treasury, rather than that the rate to the farm economy of 
Alberta be increased. 

THE CHAIRMAN: Well, then would you have in mind 
Something like the Maritime Freight Rates Act? 

MR FRAWLEY: That is the closest parallel I can 
think of. Certainly the kind of subsidy that my friends -- 
and I will say 2 word about that -- not the kind of subsidy 


my friends talk sbout, 2 subsidy on the means test of the 
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farmer, We want no part of that at sll, Bit. 

THE CHAIRMAN: You say that if, as between these 
two matters of national interest, railways on the one hand 
and the grain producers on the other, some relief has to 
be afforded, then afford the relief to the railways? 

MR FRAWLEY: To the railways, out of the Federal 
Treasury, rather than increasing the rate to the shipper of 
the grain, 

THE CHAIRMAN: Well, from your knowledge of the 
working of the Moritime Freight Rates Act would you have in 
mind something of thet sort? 

MR FRAWLEY; Yes. To be perfectly frank with your 
lordship, I had not thought of that, but as I now think of 
it, that is what the Maritime Freight Rates Act does. The 
railway gets the rate in the tariff, and two people pay the 
rate. The people in the Maritimes pay 80 per cent, and the 
Government of Canada pays 20 per cent. It would be some- 
thing of that kind, my lord. 

THE CHAIRMAN: If it should turn out after full 
investigation and sccounting and everything, all the elements 
that you take into that study, and they found against you, 
it was found thet in the long run now the railway is losing 
by carrying your freight, then there would have to be some 
evaluation arrived at of what a just and reasonable rate 
ought to be, and then the margin between those two would be 
the amount of compensation due to the railway; isn't that 
Sigsnt? 

MR PRAWLEY: Out of the Federal Treasury, yes, my 
Hora. That is the position... 

THHE CHAIRMAN: That is what your Government would--- 

MR FRAWLEY: That would be the position of my 
Government, in that event. In that event, which is something 


-- well, I need not expand upon it; it is something that 
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would take a long time. [It would have to be an inquiry 
which would, as I Séy, endeavour to evaluate those goods 
which came to the Canadian Pacific throughout the years. 

THE CHAIRMAN: And, of course, you ere not losing 
Sight of the fact that both railways now carry the same, 
whether you call it a burden or whatever you call it -- [I 
am not using the word in its offensive sense, but both 
railways ere subjected now to the same rates, of course, 

MR FRAWLEY: Lea ely ple wae 

So I leave this part of my argument by simply 
leaving it with your lordship that the committing of these 
rates to the Board of Railway Commissioners, notwithstand- 
ing the willingness of the Canadian Pacific to have the 
Board first in this one sand only instance fix a rate before 
it should go into effect, notwithstanding 311 of that, and 
because of the necessarily limited (by the stauute) powers 
of the Board and the limited way in which they could examine 
this particular rate -- I Say that that would fall far short 
of the considerations which should enter into the fixing of 
this rate. 

Now I want to pass at once to the matter which 
gave rise to so much controversy between myself and Mr, 
Sincleir in connection with the attempt that we made in our 
brief to show thet there was traffic carried today st rates 
which are below the level which obtained in 1897. The 
importance of that, of course, is that it came from a 
Suggestion from the Cenadian Pacific that a rate established 
in 1897 was obviously an unreasonable one under today's 
conditions, and it was to meet that that we then went on in 
our brief to say there ere rates today which move traffic at 
a charge below the level which pertained in 1897. We went 
on with the words which were misunderstood: 


"Certainly water and truck competitive rates, for ex- 
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ample, sere well below their 1897 level." 
Then the final statement is: 
"The grain rates are far from unique," 

Now, beceuse that gave rise to so much qiffi- 
culty, I have gone to the trouble to get wh8t Mr. Shepard 
said at page 19494, He saia: 

"As far as we are concerned that sentence could be re- 
written in this way: 'Certain commodities today moving 
at water and truck competitive rates, for example, are 
moving at rates well below the rates on those com- 
modities in 1897.! 

MR FRAWLEY: That is what it meant. I really 
took, from something your lordship said yesterday, 
that your lordship read it that way. If my friend's 
wheic statement is premised on the fact that we sere 
Saying that there was a transcontinental competitive 
commodity rate in 1897," -- 

and I should have added "which was lower than today" -- 
"I am sorry and we have to offer him our apologies," 

The rest of what I am going to say, my lord, 
has value only when I say that there are rates today which 
move traffic at a charge below the level which pertained 
in 1897, and I am going to discuss truck competitive rates 
today, so obviously I am not endeavouring to compare that 
with truck competitive rates in 1897; there were not any. 
In support of the statement which I made, which I make 
again, that there are rates today which move traffic at a 
charge below the level which pertained in 18075 @ have. the 
following to say: There sre certain difficulties in the way 
of getting the 1897 rates. The tariffs which applied in 
1897 sre not on file with the Board. The Board did not 
begin to function until 1903. The only exception would be 


where the tariffs first filed with the Board in 1904 con- 
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tained rates extending back to and covering the year 1897. 
When Mr. Harries was on the stand he gave two examples, 
One was the case of Class rates in Pacific territory, and 
the other wes the transcontinental movement of canned 
goods. Mr. Sinclair put some evidence in the record 
Seeking to establish that the transcontinental competitive 
commodity rates on canned goods Eastern Canada to Vancouver 
were established as early as 1904. We have been making 
inquiries upon the subject with the Interstate Commerce 
Commission,-and at thig time I can only say that my 
inquiries are not complete. Under those circumstances I am 
not in a position to Challenge Mr. Sinclair's statement 
thet there might have been transcontinental commodity rates 
on canned goods in effect in 1897 which were lower than 
the rate of $1.40 being charged today. So if there were 
rates in 1897, transcontinental commodity rates or whatever 
kind, which were lower than the rate of $1.40, then that 
completely answers the instance which I gave in my evidence. 

I now go on with other kinds of rates. Not 
having access to the railway's files, the only source of 
information is Mr. R. A. C. Henry's study of railway rates 
in Canada, published by the Sirois Commission. In thet 
Study, starting at pege 224, there is a comparison of the 
various standard class rates in effect in 1897. At page 
253 there is a comparable statement covering town teriff 
and distributing rates. Using those rate comparisons, 
‘we - find -- and I will confine myself to the Alberta rates 
-~- that, for example, in 1897 it cost 54¢ to move 100 
pounds of first-class freight 100 miles; today there are 
rates for 100 miles which are below that figure. 

I refer to page 75 and the following pages of 
the appendix to Part I of the Canadian Pacific submission. 


There we find examples of competitive rates which are below 
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the 1897 level. The rate from Calgary to Red Deer is now 
41¢ less pick-up and delivery expense of 15¢, which means 
the railway's gross return is 26¢. In 1897 they would get 
54¢ for that same haul. 

On the Calgary to Lethbridge haul, a distance of 
127 miles, they charge today 41¢ less 10¢ for pick-up and 
delivery expense, or a gross for the rail transportation 


of 31¢. 


(Page 19947 follows) 
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In 1897 they would obtain for the same haul more than 
54 cents. Ona fifty mile haul in 1897 the railway 
received 35 cents for one hundred pounds of first class 
freight. Today from Edmonton to Camrose, a distance of 
Sixty-eight miles, they receive twenty-nine cents less 
firteen cents for Py and ‘D, expenditure or a rail 

return of 14 cents. In 1897 the railways charge would 
be 35 cents for fifty miles. The foregoing are examples 
of rates in the prairie territory which are below their 
1897 level. In 1897, from Revelstoke to Golden, a 
distance of approximately one hundred miles, the standard 
mileage class rate for first class freight was $1.08. 
Today the standard mileage class rate for first class 
freight from Revelstoke to Golden is 95 cents. 

To conclude this statement I think I must 
refer to what Mr. Sinclair said at page 19363 of volume 
105. The Chairman said: 

"Doesn't that mean this, that certain rates 

Which exist today --" 
This discussion was while we were in the thick of dis- 
cussing this matter between myself and Mr. Sinclair, 

"THE CHAIRMAN: Doesn't that mean this, that 

certain rates which exist today, and are low because 
of water and truck competition, are well below what 
they were in 1897 when there were no trucks and 

no Panama Canal. 

MR. SINCLAIR: That may be; we are not 

challenging that." 

It is unfortunate, my Lerasy that et tis (== 
I will not say misunderstanding, but this discussion or 
dispute between myself and Mr. Sinclair arose because 
that is all that the brief of the province intended to 


say at any time. Today there are rates below what was 
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charged in 1897, and we brought the matter up simply 
because of the allegation contained in the Canadian Pacific 
brief which contained the Suggestion that a rate established 
in 1897 was obviously an unreasonable one under today's 
conditions. 

I want to pass on to one more point before I 
come to the final one. Mr. Sinclair put a stock question 
to many of the witnesses, and he put it to Mr. Brownlee 
at page 19634. I will content myself with reading it 
from that page. 

"Can you tell me how the western farmers would 

be harmed if the Board of Transport Commissioners 
on the established principles of rate-making fix 
just and reasonable rates for grain; and the farmers, 
if they needed assistance, secured that assistance 
from the Dominion Government." 
Then there was a question and answer by way of . .4 
explanation, and then Mr. Brownlee answered: 
"Well, it seems to me that you have got to go 
& Littieefurther. than just. thes questionvor fair 
and reasonable rates, in dealing with agriculture. 
In any event your suggestion of a subsidy involves 
a means test, and I don't see how that could be 
carried out at all...I think that the worst thing 
Canada could undertake would be the payment of any 
subsidy direct to the producer." 
I merely call attention to the fact that the witness there 
was Mr. J. E. Brownlee, who was for years Premier of 
Alberta, and for years very intimately connected with 
the agrarian movement in western Canada, and who now is 
president of the large grain organization known as the 
United Grain Growers, a man not given to making incon- 


siderate statements. When Mr. Brownlee reads into Mr, 
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Sinclair's question the suggestion of a means test I 
agree with him because Mr, Sinclair says, "and the farmers, 
if they needed assistance". I have read hurriedly, I 
must say, what Commissioner Angus had to say about that 
matter last evening. I think it involves all sorts of 
considerations if the test is to be the need of assistance 
of the farmer arising out of the increase aoe nee rate. 
It seems to me that the question Mr. Sinclair has put 
begs the question. Mr. Sinclair might just as well have 
said, "if the Board fixes a rate of $5", or without 
exaggerating it too much, "if the Board fixed a rate of 
$2 where it is now 20 cents, if the Board did not fix 
a just and reasonable rate but fixed a rate of $2 from 
Regina to Fort William, then can you tell me how the 
western farmers would be harmed if the Board of Transport 
Commissioners"-- and then strike out "on the established 
principles of rate-making", and continue "fix just and 
reasonable rates for grain." Just substitute "fix a 
rate of $2", and continue "and the farmers, if they 
needed assistance, secured that assistance from the 
Dominion Government." You might just as well put the 
question that way. If you are going to come right out 
and say, "give us whatever rate we ask for, the farmers 
cannot be hurt; you are representing the farmers and 
you do not want the farmers hurt, and they will not be 
hurt because they can obtain a subsidy’, then speaking 
for the farmers of the province of Alberta we are not 
asking for a subsidy. We are not going along with the 
Canadian Pacific and asking for a subsidy. In answer 
to what your lordship asked me a few minutes ago I have 
repeated that position. 

We are not asking for a subsidy in the province 


of Alberta, but I say, as I said before, if in the last 
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analysis there must be aid to the Canadian Pacific because 
they are carrying our grain at a loss then they should 
have that, and it should come from the Parliament of 
Canada. 

Finally I want to discuss very briefly, although 
it is an important question, the proposition that the 
railways have had since 1897 and since 1925 a forum in 
which they can redress any wrongs which they allege have 
been inflicted upon them by the Crow's Nest rates. That 
forum is the Parliament of Canada. I wish to make it 
abundantly clear that Alberta does not take the position 
that always and forever the Crow's Nest rates must 
remain unaltered. Parliament fixed the rates in 1925. 
You need go no further back than section 325 of the 
Railway Act. Parl&ament can change the level of those 
rates upwards or downwards. 

I must say that I have always been amazed that, 
when the Canadian Pacific applied in October, 1946, for 
a general neu ere in freight rates, they did not at 
the same time file a concurrent application in Parliament 
seeking to have the one remaining segment of their rates 
increased. They applied to the Board of Transport Com- 
missioners. I put it that at the same time they could 
have made an application to the Parliament of Canada for 
a 30 per cent increase in the grain rates. 

However that may be, if the Canadian Pacific 
now feels that the Crow's Nest rate situation is 
intolerable, if it now feels that such rates deprive the 
railway of needed revenue, and they are greatly concerned 
as to the shippers of the non-grain gtraffic, then 
Parliament is there to whom an application can be made 


for an increase in these rates, for a simple increase 


in these rates. 
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Mr. Spence said this morning that he thought 
it was time to answer that argument of ours, and he said 
the Canadian Pacific is doing that very thing now. He 
Said that the Canadian Pacific is applying to Parliament 
through the medium of this Commission. Well, my lord, 
it.is really quite the contrary. thetend of seeking 
redress in Parliament the only petition they are making 
is that Parliament should repeal its own statute, 
should reverse its position, and I say that is the very 
antithesis of going to Parliament to seek the remedy which 
they say so feelingly that they need. We are accused 
eft being afraid of justice. That is what my friend, Mr, 
Spence, said, that we are afraid that just and reasonable 
rates would be fixed,that we are afraid of justice. I 
put it equally rhetorically, what is the Ganadian Pacific 
afraid of? Do they fear justice at the hands of Parliament? 
Instead of asking for this statute to be repealed why do 
they not have confidence in Parliament, the confidence 
that they say we lack in connection with the Board? 
Why do they not go to Parliament and seek in an orderly 
businesslike way the remedy to which they say they are 
entitled? 
THE CHAIRMAN: Are they not asking the Commission 
to recommend to Parliament that that very thing be done? 
MR. FRAWLEY: Not that the rates be increased. 
THE CHAIRMAN: No, that the statute be repealed. 
MR. FRAWLEY: That is right, my lord. I say 
they should not be doing. that.at all. I say thatif they 
have wonviction in their position, not only today but 
right along they could have done what I suggest. Who 
is to say that in October 1946, Parliament would not have 
increased the rates? I do not want to mislead anybody 


as to where the province of Alberta would be. The province 
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of Alberta would be there Opposing that application just 
aS we opposed the application to the Board, but that is 
beside the point. We were not successful in opposing 
the application before the Board. We might have been 
just as little successful in opposing an application to 
Parliament. I really have no patience with people in 
this day and age who, in speaking of this country of 
ours -- and it is not the time to talk patriotism or 
anything of that sort; I am only going to recall what 
Mr. Brownlee said -- say that we would not get anything 
iMierariitamnent but~ politics . 

Today the personal make-up of the Canadian 
Government today needs no words of commendation from me, 
and therefore I will leage that entirely to your lord- 
ships own conclusion. It seems to me that there is just 
not even any sincerity in that. 

THE CHAIRMAN: I Suppose we can take judicial 
Devrce Of). that. 

MR. FRAWLEY: At the moment.I think you can 
take judicial notice of the calibre of the men whom 
we have in the government of Canada,and I will say in 
the Parliament of Canada also. This matter could have 
come before the Government of Canada in a proper 
businesslike way. We went to them when we appealed from 
the judgment in the 21 per cent case. 

You see, my lord, there is a complete lack of 
willingness to look at it realistically. We went to 
the Cabinet. We appealed under a statute, of course, 
but surely the Canadian Pacific has one friend in Parl- 
liament who could introduce a bill. That is the practical 
application of it. I simply close by calling attention 
to what Mr. Brownlee said. Mr. Sinclair asked him: 


"Now, you would agree with me, Mr. Brownlee, 
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in this, that the political arena is not noted 


for a place to secure a judicial reveiew of an 


ese?" 


Mr. Brownlee did not go along with that. Mr. Brownlee 


is .2a 


man with long experience in the political arena. 


His answer was: 


"Well, no,.I am not.going -to go that far., I 
have a little higher repsect for our governments 
than to believe that the governments, either dominion 
or provincial, are entirely influenced by politics 
and I think that on any question affecting the 
welfare of Canada or any part of Canada a fair and 
proper solution of a problem can be obtained from 


the government." 


If the Canadian Pacific Railway Company want justice 


let them go to Parliament for it. When I was a law 


student I saw a little notice on the door of the chambers 


GiLsa 


note 


That 


good 


judge whom I had occasion to visit. The little 
onthe door off hischambers read: 

"Many people who say they are leoking for 
justice are lucky if they do not get 1 
iS il ny: LOT s 

THE CHAIRMAN: You say you wish the C.PR. 


luck? 
MR. FRAWLEY: I wish justice for the C.P.R. 


I really do, my lord. 
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ARGUMENT BY MR. SHEPARD 

MR. SHEPARD: May it please the Commission -- 

THE CHAIRMAN: You are speaking for the Government 
of Manitoba? 

MR. SHEPARD: Yes sir, and I think in view of the 
hour my first comment should be that I intend to be as 
brief as I can be consistent with my duty. Secondly, 

I should like to say that on behalf of Manitoba I support 
the arguments put forward by my friends, Mr. MacPherson 
and Mr. Frawley, with perhaps one exception which was 
perhaps not so much an argument as it was an expression 
of attitude of their governments,and that has to do 

with the matter of subsidy which you, Mr. Chairman, 

asked them about. 

THE CHAIRMAN: How would you answer the same 
question? 

MR. SHEPARD: I have considered this matter, and 
this would be the view of Manitoba. We have consistently 
stated that the C.P.R. revenues should be sufficient to 
cover their operating costs and to provide what may be 
properly determined as an adequate return. 

THE CHAIRMAN: Return on what? 

MR. SHEPARD: A return in additon to their costs, 
return on investment or return on the requirement 
standard, whichever way it might be fixed. It is perhaps 
of importance to the Commission to know whether Manitoba 
would favour either a subsidy or an increase in the 
freight rates on grain aS a method of providing additional 
revenue if at some time in the future it is demonstrated 


to the satisfaction of all concerned that grain is in 


fact being hauled at a loss. 
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In other words, the amount of revenue obtained not being 
sufficient to cover the cost of handling the grain plus 
a margin. 

This is, of coursse, as my friend Mr. Frawley said, 
a purely hypothetical question. | 

Manitoba says that whether a subsidy should be 
paid at some future time, or whether rates on grain 
should be increased at that time, depends entirely upon 
conditions existing at that time. The governing conditions 
would include such factors as the price of grain, the 
general prosperity of the farmer and his ability to 
pay, the general level. of business activity in the 
country as a whole, together with the amount by which 
grain rates are shown to be non-compensatory. 

Under some situations the western farmer might be 
able to pay an increase in grain rates. One example 
was given to us by Dr. Angus the other day when he suggested 
an inflation, of perhaps, 10:1. There would be no 
argument there. I think the grain rates would have to 
go up. 

Whereas under other circumstances he would find 
even a small increase almost unbearable. Similarly, 

a relatively small increase might be borne by the 
farmer under buoyant agricultural conditions, whereas 
a large increase, even under buoyant conditions might 
have a serious impact on the farmer - one that could 
not be endured. 

We need only think of the thirties in that respect. 
It is for these reasons that Manitoba is of the view 
that a hypothetical question, pased on hypothetical 


circumstances, should not be answered, where such a 
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question pertains to a matter of vital national importence 
such as the welfare of the western farmer, 

The danger in answering hypothetical questions is 
that if a formula which might result from the answers to 
such questions were given effect to, in other words, 
at some later date, then when the answer was devised, 
it might be applied to conditions vastly different from 
those existing at the time the formula was devised. In 
other words, Parliament should deal with the question 
on the facts as they exist when the question is before it. 

Probably taking the matter a step further, my lord, 

I made a note today, as you were discussing the matter 
with other counsel, that the concept perhaps is not 

so much whether the subsidy should be paid to the producer 
or to the Canadian Pacific, but what is the subsidy - 

if it is to be called such? What does the subsidy 

really represent? 

If it represents @ payment to the Canadian Pecific 
for fulfilling a statutory duty imposed on the Canadian 
Pacific as part of the national policy, then I can see 
no reason why the Canadian Pacific should object to 
receiving that payment, whether they call it @& subsidy 
or a payment in fulfillment of a statutory obligation or 
for services rendered under a statutory obligation; 
put it does seem to me that it is much simpler to pay 
4t to the Canadian Pacific, and it is easier to administer, 
T suggest, to the railways, not just the Canadian Pacific, 
and that it is, in fact, a payment for services rendered 
under a duty imposed by Statute, and that duty is imposed 
by the Parliament of Canada under the Statute in an 


effort to fulfil 2 national policy which I would like to 
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discuss @ little later, 

THE CHAIRMAN: Do you think that the principle 
of the Maritimes Freight Rates Act should be made 
applicable in this case? 

MR. SHEPARD: I have not given that too careful 
thought, but I think perhaps it dowta:ve; my lord. 

COMMISSIONER ANGUS: Would you welcome an 
investigation by the Board designed either to remove 
the question, or to make a hypothetical question an 
actual one? Would you welcome an investigation by the 
Board to find out what a compensatory rate should be 
so that then your question would cease to be hypothetical, 
for it would either disappear or become a real question? 

MR. SHEPARD: I do not think that my Government 
would authorize me to say that we would welcome it, but 
we certainly would not shrink from an investigation by 
the Board. 

It is a question we have discussed with government 
officials as to whether an investigation had better be 
by the Board or possibly by a Parliamentary committee 
which would have@ccess to the Board"s experts or something 
of that kind or with access to other experts in conjunction 
With the Board's experts, The actual machinery of how the 
investigation should be carried out I think would require 
a foir amount of study, and we have not come to any 
conclusion on that. 

Now, I would like to comment very briefly, if I TY y 
on the Canadian Pacific evidence, and its general approceh 
to this whole problem. 

T have two comments to make in this regard. One is 
that it does seem to me that while this Commission has 


ruled that there is to be no consideration whether grain 
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rates are compensatory or not, that the Canadian Pecific's 
entire approach, in their application for repaalof this 
section of the Act h&s been on the assumption which 
it has taken by inference right through the proceedings, 
that the rates are not now paying their way. And I 
would simply like to point out to the Commission that 
there was no evidence before them that the rates 
today are not compensatory. 

Mr, Armstrong in Volume 96 at page 18105 referred 
to the abnormally low freight rates on wheat as being 
clumsy, inadequate, and an ineffective method of giving 
assistance to the wheat growers in Western Canada. 

Now, that statement, which is, perhaps, harmless 
in itself, does imply that they are making the entire 
approach to this Commission on that assumption - probably 
pecause they have made a study of the subject = but 
actually in their thinking, as to the compensatory 
nature of the rates today.. Consequently Lt does seem 
to me, from the argument and the evidence, that the 
Canadian Pacific has attempted to take an extremely 
narrow view of the entire matter. 

T would like to read a note which I took during 
the course of the argument made by Mr. Spence this 
morning: 

"Grain rates should be fixed justly and 

reasonably as other rates, without the 

application of any extraneous considerations." 

Now, Mr. Chairman and Dr, Angus, it seems to me that 
the extraneous considerations which my friends speak of 
go to the core of the entire matter, and if we consider, 


just for a moment, the original agreement in 1897: we 
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had two freely contracting parties. And I would suggest 
that the Dominion Government, being one of the parties, 
derived definitebenefit from the contract, because 

at that time Parliament was endeavouring to formulate 

a national policy which would integrate Canada as a 
nation, both economically, probably, and politically, 
certainly. 

And so it was that one of the factors which the 
Dominion Government considered was essential to a 
United country to carry out or to assist in the carrying 
out of this national policy of economic and political 
unity, was transportation to and from Western Canada, 
and the settlement of that area. 

And it does seem to me that the Canadian Pecific 
is inclined to ignore the benefits that that national 
policy broveht to the Canadian Pacific. 

The Canadian Pacific was the other contracting 
party to the original agreement, and what did they 
derive from it? All the things that my friends 
from Saskatchewan and Alberta have already argued and 
I won't mention them again. 

But in addition, they derived revenue from a 
tremendous volume of traffic that developed both 
on the export of primary products grown in the west, 
and on the import of manufactured goods produced in 
the east, both of which were substantial in volume, and 
both of which were long haul traffic. 

I do not think it is a correct ' view to take, to 
be as narrow as the Canadian Pacific has sought to be in 
such as statement as the one I read from Mr. Spence: 

"That grain rates should be fixed justly 


and reasonably as other rates without the 
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application of any extraneous considerations." 

The matter is part of the national policy at this 
time, and if the railways required revenue, or think . 
they are Carrying traffic at a loss, I submit,-wWits 
my colleagues, that it must be still a matter for 
Parliament, because it is only Hanan Parliament that 
matters of national policy are settled or dealt with. 

Ther soak: have already suggested that there is no 
evidence before this Commission as to the compensatory 
nature of the grain rates; but I would like to suggest 
that there is evidence that the grain rates have been 
profitable in the past, and I think you, my lord, were 
discussing with Mr, MacPherson, when he was arguing , 
the question of the attitude the Canadian Pacific had 
in 1925 before Parliament, whether they opposed the 
Situation « 

Unfortunabety, I have no evidence on that, but 
£ thought it might be useful to refer in Volume 105 
to page 19412 where there is a quotation from Hansard 
Opmoune 25, 1922, page. 3552: and this occurs Gn: 
Moffat's evidence which was filed. 

I shall read a couple of sentences from it. This 
w2s in 1922 at the time of the general reduction cases 
before the Board of Transport, and at a time when there 
was a discussion going on in Perliament as to railway 
costs generally, and as to the advisability of 
revising the terms of the Crow's Nest Agreement. 


The Honourable A. K. McLean of Halifax, Chairman 
of ¢h¢é House Committee said this:- 


"Tt will take only a moment to give to 


the House these commodities and the reduction 
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_Which the railways proposed. They proposed 

& reduction of 20% in the grain rates." ° 

And he goes on to mentton other reductions. I shall 
not read them all, Then a little later on he saysie 

wan fact; in the Province of Manitoba the 

grain rates under this proposal would have 

been practically down to the Crow's Nest 

Agreement rates. 

In Alberta and Saskatchewan the difference 

would have been anywhere from 1¢ up to a¢." 

That was the voluntary proposal by the railways 
before the Parliament of Canada in i922, and “it would, dn 
By ScUpMLSssion, indicate = - 

THE CHAIRMAN: That was the proposal to have 
rates fixed somewhere between the Crow's Nest rates and 
the rates which had been authorized during the suspension? 

MR. SHEPARD: That is right, my lord. And in 
fairness to the Canadian Pacific I should.add that Mr. 
Sinclair cross-examined Mr. Moffat on that, with a view 
to showing = and perhaps he would rather deal with it 
himself in reply = with a view to showing that the rates 
of return were under review by the Board at that time 
for a general decrease, and as @ result the Canadian 
Pacific's view, I think, as a result of the reimposition 
of the Crow's Nest rates on grain, was that it was not 
possible to reduce the rates on other commodities as 
much as they might otherwise have done. I think that 
was the Canadian Pacific's view at that time. 

I think that the profitability of rates in the past 
is perhaps indicated from the fact that from 1902 to 1908 


the rates were lower than the Crow's Nest level. And that 


3 


SN a eee ot ae 
Gavan, 27 Pr: fase ay weno, ee a vor! 


i aN, iia . 


Savane hae ae gotatiolag ty Saag og hte wos sloient 


ha 7 


‘ ey ae a! i {3 rc eb SoTL vOTT ‘ott aa oes a ie FY iti op) 
VO" ay eae! Bas a theoaund cy ren corer “oy i 


, 


os 


Spam al geet ial aay! at, “eee itloahdoeig: need 


\ 4 Ye i i 


me ns erie hi Phe aati ia {toe or takmootan 


HOO ATES ome teen Aogeteae, hele ated: mT) A hs 


hey nae f 4 ' hint ; ioe 
as OF ay aT mort a octurysee : oe oe ont Bias ee 


et ae a aes Me aa | Ae every we atts Bins we ait f Mets! 4 edt 


ag ote oR RD Etaet mY 


wit it i ’ ae wae a © ps ‘ rahe oy 


iN ’ ty eee aw ae : pelt aa. a Pee eee at, Va ‘i 
Nie AS qa.” eat hs RiGe wee ae Saas ene Fi i ses msi pe: Dea é Tee os He: 
‘a 4 pun Bes a See We dg? . hs aeteieth y ¥ ii ¢ ‘ OF ne QE ure : wt re . 7 Pa ma ( 
ee yak Feet Bon blyede Lest ial wappanet: Sates) eget ae 
1 : ? : : J wae 


’ Ps ales ia ae pi ¥ ‘ i verry eye 
wees Brew yet oa See eee b area BKeye TOS ONSLe 


te din: Lose’ norton BiOe oN Badeg mean asewonte 3 


i, Asie ak She: Me wor Os) Aree rae ey ee eras eh vt teunte f 
ae . He : / i 4 Tat AS ‘a 
Ode Fes Fes, i ob as : ae ‘de aan PT ae ae te 4 re ‘s ie og ; 
Mh mney, BR) eee Ee Pe Oe. % 4 w at iF tit SS ors: Dal is ory ae Ot To 
ipa; 4 ; a a dil aa 


Wy ah te 


: me ie alt ite ‘ e a at ae oben | oneal ah ics Tt f 
CEM) OR Cem ik ae) Bebe oa venviad fatoics. o 


Bo Porets4 wrer Heh s big Abeie 5 SR so + ie. 4 oH at yond ene noe 
ais ai) ee srfeisi . atte a? it en igs eoubos oF hohe ae 
fn ap Ts 3 nities ca ne <e ewes ee papa | rest | ash a 

i peek. ast an vate 3 Pre axtron® mens ACEO om | 


baeiy Mehie’ aed ee sa pebdae peea oi daay Mgt ey 
BOREL, tot ‘geek ‘3thea tae se a8 salon ican Reged eg, 
Cay ' i i 


chen mS oy iy 


srg” econ eet 


ia PR i fore 


ag 


ba cia 


» 19960K | Mr. Shepard 


1s referred to in Volume 105 at page 19408, 

I would like to deal briefly with each of the 
Submissions of the Canadian Pacific in their summary 
appearing at pages 188 and 189 of Part I of the C.P.R. 
submission, 

The first submission reads as folideees 

"1. In fairness and equity, these rates 
should be regulated in the same way and by 

the same tribunal as rates on other traffic." 

I have already =smentioned my views as to why these 
rates are not the same, because they came into being 
through 2 contract which was entered into in an effort 
to give effect to the national policy of development in 
the west, and because they are an integral part of that 
national policy. So we say that they cannot be treated 
as Other rates; and in addition to that reason, there are 
many benefits which my friends have already dealt with. 

The Canadian Pacific in Volume 96 at page 18117 
thought. that the grain rates, if set by the Board of 
Transport, should be fixed at a level which would be 
proper, bearing in mind the economic well-being of the 


farmer. 


(Page 19970 follows) 
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The Canadian Pacific Railway agreed at 
Volume 96, page 18117, that grain rates, if set by 
the Board of Transport Commissioners, should be fixed 
at a level which would be proper, bearing in mind 
the economic wellbeing of the farmer. Yet the 
C.P.R. does not consider that the Board of Transport 
Commissioners should be an economic planning board, 
and I refer you to Volume 96, page 18128 and Volume 
94, page 17858. This being so, and since the fixing 
of grain fates at a level  1to protect the economic 
welfare of the farmer would involve economic planning, 
the C.P.R. attitude does not appear to be consistent. 
It is submitted that the welfare of the Western 
farmers is of such importance to the national economy 
as to require grain rates to remain under the juris- 
diction of Parliament. Parliament, and Parliament 
alone, being the authority responsible for 
formulating and giving effect to national p 

and it is submitted that this is so today as much 
as it... .was in 1897. 

Then the second submission of the C.P.R. 
reads: 

"Mhe level of grain rates in Western 

half 
Canada is less than/that for comparable 
movements of grain in the Western United 
States.” 

This is admitted. It is, however, pointed 
out and emphasized that the level of rates between 
two countries is only of significance for comparative 
purposes if the costs and operating conditions in 
the two countries are similar. We refer to our 


cross-examination of Mr. Jefferson with reference 
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to United States-Canadian comparisons; Volume 78, 
page 15727, and those following. Quite apart from 
the difference in operating costs, including wage 
levels, between Canada and the United States, many 
factors must be evaluated before any significant 
comparison can be made between the rate levels in the 
two countries. These factors include rate circuity, 
terminal facilities, extra handling, standard of 
service, freight classifications, terrain, climate, 
traffic density, and density of population, and there 
may ‘very well be others. 

The third C.P.R. submission is on the 
question as to whether the rates are compensatory, 
and because of your ruling Manitoba makes no 
submission in this regard. 

The fourth submission deals with the question 
of subsidy to the agricultural industry rather than 
to the railways, and I have already expressed the views 
of Manitoba with reference to that matter. 

The fifth submission deals with the fact 
that the price of grain has doubled, has more than 
doubled, in Western Canada since the Crow's Nest rates 
were established. In other words, the C.P.R. seems 
to contend that the price of grain has doubled, and, 
therefore, grain rates should seek their proper level. 
The C.P.R. has stated in Volume 6878, page 15682, that 
it is not prepared to have grain rates geared to the 
price of grain. This being so, the price of grain does 
not seem to bear any relationship, direct or indirect, 
to freight rates on grain, and it is, therefore, difficult 
to understand why the C.P.R. has put this point forward 


among its submissions. 
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The final point in the C.P.R. submission 
is that the rates are a pure historical survival. 

"The Crow's Nest rates are a pure 

historical survival. They are not related 
either to the cost of service nor to the 
value of service. Changes which have 
occurred since they were introduced 

have made them totally Opsolete, and their 
effect upon the railways and upon the 
rates charged on other traffic makes it 
dangerous to retain them." 

While it may be that the present grain 
rates might be termed an historic survival this 
fact does not prove that they are today either 
obsolete or unnecessary. The large fluctuations in 
the price of grain,apparent even from the most 
cursory ‘study of the 20-year period from 1928 
to 1948, indicates that the Western farmer, as a 
primary producer, must have these costs, including 
freight rates, at the lowest possible level. Today's 
rates at today's volume of traffic may very well be 
adequate, in spite of rising railway costs. There 
have been many technological advances which are 
bound to have reduced railway operating costs, and 
hm iwould refer you to the C.P.R. appendix, to Pari 
pages 28 and 29, and Mr. Moffat's evidence on that 
in Volume 105, page 19408. 

To say that rates set in 1897, and still 
in force today, are necessarily too low today is 
to assume that 1897 rates were at a proper level 
when set originally. It is possible, if not probable, 


that they were too high when set in 1897, and I would 
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refer to Volume 66, page 13758, and to the evidence 
of Mr. Moffat in Volume 105, page 19408. . 

Canada is predominently an agricultural 
nation. National prosperity is largely dependent on 
the export market for its agricultural products. Unless 
the producer of those products is assured that trans- 
portation charges borne, in whole, a even in part, 
by him are as low as possible, production may very 
well decline with a resulting decline in national 
prosperity, not the least component of which will be 
a decline in traffic, and, therefore, in revenue to 
the railways of Canada. 

It must not be forgotten that the 
railways have a monopoly on the grain traffic 
in this country. On many commodities, the shipper 
is protected as to the level of transportation charges 
by competition from other forms of transportation. 
It is submitted that by fixing grain rates Parliament 
has, in fact, provided to the farmers of Western 
Canada that which to other shippers is provided by 
competition from other forms of transportation, 
in order to insure that this monopoly traffic does 
not bear an undue burden. The railways are guarantted 
a heavy and regular volume of grain traffic and 
they can afford to carry it at a rate which may 
appear low by comparisdén with other rates at which 
other traffic moves at less volume. Because of the 
monopoly position of the railways with respect to 
grain traffic it 1s submitted that unless P rliament 
retained control over the level of the rates set, 
there would be a very strong tendency on the part 


of the railways to increase such rates to offset 
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reductions in-revenue occasioned by the reduction of 
rates in other areas to meet competition. With regard 
to that, I would like to refer to three pages from 
Volume 94 in the evidence of Professor McDougall, 
page 17836, page 17848, ana pages 17849 and 17850. 
This was as a result of a question, or s series of 
questions, put to Professor McDougall by Commissioner 
Angus, and I will just read the first reference I have 
given you. It is just one question and answer. The 
question is: 
"Q. As long as they have a monopoly on 
some transportation, would the effect of this 
prove to be to force that transportation, 
that share of the transportation that was 
subject to monpmonopoly, to bear the full 
weight of bringing the earnings up to the required 
level, should they be impaired in other 
directions?" 
To that question Professor McDougall said: 
"A. There would be a tendency in that direction, 
om” 
Then on page 17848, Commissioner Angus says: 
"Q. Does that mean that there would not 
be any abuse of monopoly power if high rates 
were exacted from the part of the traffic that ws 
was really a monopoly so long as the total returns 
to the railways were not excessive?" 
And Professor McDougall says: 
"a. I would think so.” 
In conclusion it is submitted that the evidence 
adduced before this Commission demonstrates, firstly, 


that grain rates must be kept under the control of 
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Parliament, since Parliament is the authority re- 
sponsible for the interests of the nation as a whole 
and the welfare of Canadian agriculture is vital 

to the national interest; ahd, secondly, that the 
primary producers of Western Canada consider that the 
present level of grain rates has been guaranteed to 
them by statute, and no valid reasons have been 
advanced for the removal of that guarantee. National 
policy with respect to Western Canada has not been 
Pulritied. 

It is, therefore, Manitoba's submission 
that this Commission should recommend tht Parliament 
retain direct control over grain rates and that the 
present level should be continued. 

THE CHAIRMAN: Mr. Sinclair, have you any 
remarks to make? 

MR. SINCLAIR: Yes. in relation to the 
question your lordship put to me, and that was: Did 
the Canadian Pacific object in 1925? I have had some 
help in trying to put my finger on something to support 
the statement that I made that I thought we certainly 
objected. I know that in 1922, we objectéd strenuously 
to the reinstatement of the Crow's Nest rates on the 
bases of the 1897 contract. We objected to that 
strenuously in 1922. We kept on pressing the govern- 
ment --- 

THE CHAIRMAN: Pardon me, but will you agree 
that there was some adjustment on another basis? 

MR. SINCLAIR: We had, at that time, the 
suspension of the westbound rates from the East, and 
even when we had them suspended, we had objected 
strenuously to the Crow's Nest rates. That was just 


three years before. I feel certain that the Canadian 


+ 


; i wi i ut: [ 
t st tnems Lines sone Some 
sine, + 
ih, ehodw 6 Prarie at 29, ete einen, oat: ot shikenoge 


+ 


Pad ry et rw iivolepe sof Db: Tad 40 one ow, a sdid bap. 


‘ 
‘VADnOOSe ~ has J Feenoagat Lsnos dent eit: ae ¥ 

rn Fj sh 
Visio Sbansd, nraseow 76 exnouhoreg ciety | 


Weta %¢@ Loyel Igororg 
vd mari? 


so) Hosrévhe 


*1 


Tiw gortog 


boil Peru? 


trad afd? sede 
foriaoo goenibh ateder: 


1 #5 
LO7el Pugesta 


Je wg p Ay 


Sal te 


‘ 


war a“ 
SYR TL A YD C3 
Shara So 


Wdiy 


ae pot ax 1. eer 4 \ 1K IM eterna 
¥ ab 2d TF git AIP ES AA MURAD (ss at y 


SA as ales es | oy 
ib iy eee Low Tage i R Rit. be eae 


de 
cy yi bate | + ’ 
: EAI Dt Ate Ns 
7 F 


- 


eaten hrsead $a ew oid Te SRA eTOO a 


i 


Wy St neon Sty ig pede ene Abe mained 


AAG Dis eat 


eis eit P mony e, we 
aetbuaee ont seat EB ag hats et 4 


ae) 


if 


- 19976 - Mr. Sinclair 


Pacific did object. It certainly has 2lways peen 
my understanding; it has always been told me that we 
ene Onygect, I.01d think T°éould put my finger on 
something. 

THE CHAIRMAN: Mr. Shepard read something 
to us: from the proceedings in papier eee that would 
Show that your objection consisted 5f suggesting 
another rate. 

MR. SINCLAIR: Yes, we said: "You leave 
these rates under the jurisdiction of the Board, and 
on account of the fact that there wss going to be a 

downwafd trend in all rates we will voluntarily, 
anticipating the Board's order, bring them to this 
level." We wanted sufficient money to meet our 
requirments and to make a fair payment to our stock- 
heiders’. 

THE CHAIRMAN: The level which you then 
suggested was, in your opinion, a compensatory level? 

MR. SINCLAIR: Yes; I ‘am sorry that 1s) ali 
the statement I can make with regard to that. 

There are many statements, of course, made by 
my friends from the provinces in opposition to our 
proposal which I do not intend to reply to because 
my views are expressed in my argument and also in 
Mr. Spence's. Mr. MacPhersOn referred to the 1896 
report and to the fact that the directors of the 
company had said that the interests of the country 
were concerned in the question of this Crow's Nest 
Railway. Now, I suggest that the interest’ the 
directors were referring to was the fact that unless 


Canadian Pacific immediately built - and I underline 
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the word"immediately" - a railway into the Kootenay 

the American lines which were already in there were 
going to make further inroads in that area of British 
Columbia, and it would have bcen a hinterland to the 
American economy rather than a hinterland to the 
Canadian economy, and it had nothing to do with the 
agricultural problem that was the interest of the county 
at large. 

Mr. MacPherson also referred to the lands the 
Company received. The point I make on the lands is that 
the Government of Canada did not give us those three 
odd million acres which Mr. MacPherson referred to 
erieing out of the building of the Crow's Nest tine = - 

THE CHAIRMAN: You told us that this 
morning. 

MR. SINCLAIR: Yes, they came from British 
Columbia. Mr. MacPherson goes on to talk about lands 
that we received under our contract of 1880, and he 
said that it was all part of the policy. I do not know 
if I followed him correctly, but he said that by the 
fact that we got lands in 1880 and we made another 
agreement in 1897, but he did not say anything about - - 

MR. MacPHERSON: I thought I had made it 
clear. My argument was this, that in 1896 they had 
this great bulk of land - this 25 million acres = and 
they wanted to get it settled. They took this action 
to e&@ourage settlers to come in by guaranteeing them 
qa fixed rate for grain. 

THE CHAIRMAN: That does not surprise you, 


Mr. Sinciair, does it? 


MR. SINCLAIR: That was one of the reasons we 
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entered into the agreemnt. It certainly does, because 
I do not think it has anything to do with it. The 
Canadian Pacific sold their lands because of the fact 
that they had lands available, and, compared to what 
farm lands were being sold for in the United States and 
other parts of the world, they were a good buy, and the 
Canadian Pacific - - 

THE CHAIRMAN: The lower the freight rates 
the better the buy. 

MR. SINCLAIR: I do not think freight rates 
had anything to do with it except that the farmers felt 
assured that from the Canadian Pacific they would get 
just and reasonable rates, and the Company assured them 
that that would be the fact. That is my submission. 
Mr. MacPherson made quite a point out of the agreement 
itself, and said that the Board of Transport Commissioners 
was contemplated - - 

MR. MacPHERSON* Railway Commission was 
contemplated. 

THE CHAIRMAN: Was contemplated? 

MR. SINCLAIR: Yes, was contemplated. I say 
that what happened there was that with regard to land 
south of the main line in British Columbia traffic 
moving to and from those lines was: to be put under the 
Board for rate control purposes, but there is not 
a single thing in the contract that says that the whole 
Canadian Pacific western lines were to be put under 
4 Canadian Board of Transport Commissioners. 

THE CHAIR(1N: Does not the very phrase 


indicate that there was, or likely to be at some time, 


a Board of Transport Commissioners to regulate freight rates? 
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MR. MacPHERSON: My point was that a Board 
of Transport Commissioners was in contemplation at the 
time by the Government. 

THE CHAIRMAN: When would that inquiry, which 
culminated in the formation of the Board then, begin? 

MR. MacPHERSON: I am not sure; I think it 
was 1901. 

MR. SPENCE: I believe so. I think 1899 to 
1901; Dr. McLean's investigation. 

THE CHAIRMAN: Yes. 


(Page 19980 follows) 
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MR. SINCLAIR: The point I am making is that 
Mr. MacPherson dealt with clause 9 of the contract of 
1897: 
"SO soon as the said railway --" 
(That is, referring to the Crow's Nest Railway). 
THE CHAIRMAN: Yes. 
MR. SINCLAIR: "--is open for traffic 
to Kootenay Lake, the local rates and tolls 
on the railway and on any other railway 
used in connection therewith and now or 
hereafter owned or leased by or operated 
On account of the company south of the 
Company's main line in British Columbia, 
as well as the rates and tolls between 
any point on any such line or lines of 
railways and any point on the main line 
of the Company throughout Canada 
shall be approved by the Governor-in- 
Council or by a railway commission, if 


and when such commission is established by law. ." 


THE CHAIRMAN: Do you mean to say that 
they had in mind a commission which would have only 
to deal witn vuuis particular part of tne country} 

MR. SINCLAIR: Yes, my lord, because under 
our charter we had power to control our rates until 
we made ten per cent. 

THE CHAIRMAN: Yes. 

MR. SINCLAIR: And when we entered into that 
agreement in 1897, if rates had ever fallen below a 
compensatory level in perpetuity, as we saw it then, 
we could have had freedom to raise other rates up 


until we were able to have a return that would give us. 
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ten per cent of our investment. The Government knew 
that, and the best the Government could get from ic, 
I sugg¢st is that they would, the railway committee 
would or the board of railway commissioners would 
have control over the just and reasonable level of 
rates or the fixing or prescribing ee ere in just 
one small segment of our traffic. 


Now, my argument is this, that if the 


Board of hee dave wt <Cunvaalene rs had been established, 
or the railway commisStoners, and if the Canadian 
Pacific's rate structure had been under that Board, 
there would never have been this"ingpewpetuity ", 
because at that time our contract of 1880 was standing 
there, and it was not until after the 1897 Agreement 
was passed and became operative that another statute 
(I think it was in the following year) -- that the 
Company agreed to have its rates controlled by a 
board, if established. The way that legislation reads 
was, if this statute is effective. 

THE CHAIRMAN: If the statute is what? 

MR. SINCLAIR: There was some question about 
the effectiveness. 


THE CHAIRMAN: Now, when did your Cempany 


first come under the control of the Railway Commissioners? 


MR. SINCLAIR: In 1903. 

THE CHAIRMAN: As soon as the Commission was 
formed. 

MR. SINCLAIR: Yes, but that was on account 
of something apart from this Afreement entirely. 
The point I tried to make in cross-examination of one 
of the witnesses and which Mr. MacPherson picked up 


for his argument to turn against me, I say has not been 
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answered; and that if the C.P.R. rates, the Canadian 
Pacific railway rates had been under the jurisdiction 
of the Board in 1897 as they are today, these grain 
rates would not have been taken out from the juris- 
diction of that Board, and T Say that with all the 
pores’ I) can, that) all) the history proves thats, Ue 
was considered by the Company and a check of the 
issues that were being discussed in 1922 will show 
this, that it was considered by the Company that 
giving up --- 

THE CHAIRMAN: Why then did not the 
Company insist on this sort of clause, that the 
rates should be at the level provided for, three 
cents below the 1897 rate, until the Commission had 
been created to deal with rates Seneraliy?  Tsntc 
that what they would have done naturally? 

MR. SINCLAIR: No, my lord, because they 
did not anticipate that they would ever give up 
their freedom to put rates other than these at 
what level they wished until they received ten per 
eent:. 

THE CHAIRMAN: Something happened, and they 
did, because you tell me they came under the juris- 
diction of the Board and the Board was created in 
1903. 

MR. SINCLAIR: I say that happened subsequent 
to our entering into this agreement. 

THE CHAIRMAN: Yes, but what reason have 
you tothink that the words which refer to a commission 
in this zontract had not in mind the commission which 


ultimately was created in 1903? I don't see what 


else could have been in mind. 
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MR. SINCLAIR: My lord, that is not my 
point. It may well be that the Commission that did 
come into being was in contemplation, that it was 
in contemplation that the Commission would have 
jurisdiction over Canadian Pacific. 

THE CHAIRMAN: I know, but you see, the 
whole point you are engaged in, if I remember it 
rightly, is that these words "in perpetuity" would 
never have been consented to by the directors of 
the Company. 

MR. SINCLAIR: That is not my point. 

THE CHAIRMAN: I see. I misunderstood you 
then. 

MR. SINCLAIR: I am sorry, my lord, that is 
my. ault’. 

THE CHAIRMAN: What is your point 

MR. SINCLAIR: My point is this, that the 
Government would not have felt it was necessary to 
ask for a fixed rate in perpetuity. 7 

| THE CHAIRMAN: Well, that is not far away 
from what you said. 

MR. SINCLAIR: You said that our directors -- 

THE CHAIRMAN: Would not have agreed, if 
they did agree. 

MR. SINCLAIR: Yes, but I say the Government 
who saw this part of national policy and fixed the 


stable rates under parliamentary control, has never 


Since 1897 --- 
THE CHAIRMAN: These wordswould not have 


been found in the agreement, "in perpetuity"? 
MR. SINCLAIR: I say they would not have 


been found, in perpetuity or at a fixed level under 
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Statutory control, would not have been found in this 
agreement if the Board of Transport Commissioners at 
the time the agreement was made had jurisdiction over 
the level of Canadian Pacific rates, because the 

only check that was on the Canadian Pacific. aGithnat 
time was the check of ten per cent on the capital 
investment, 

THE CHAIRMAN: Well, I must admit I fina 
Gorieiculty in following. 

MR. SINCLAIR: I am sure, my lord, it is 
because I cannot make it clear. 

THE CHAIRMAN: I know all you have asked 
us to do is to draw a certain inference. 

MR. SINCLAIR: That is right, my lord. 

THE CHAIRMAN: And the inference is that 
this contract would not have been made in perpetuity 
1f both parties had known that there was . going to be 

MR SINCLAIR: 
a Board of Railway Commissioners./ I don't think the 
Government would ever have asked for it. 

THE CHAIRMAN: I see. 

MR. SINCLAIR: Because they would have had 
eepoard to fix.a.just and reasonable level of 
grain rates. 

THE CHAIRMAN: Then was no attempt made 
in 1903 to have Parliament change the contract? 

Did you come along and say: "Now, we have a Board. 
If this Board had existed five or six years ago, 
this ccucontract would not have used these words 
‘in perpetuity'". That was not dones 

MR. SINCLAIR: Of course not, my lord, and 
the answer is simple and clear, I suggest, because 


at that time the Crow's Nest level of rates was not 
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the operative rate on grain. Rates were still com- 

pensatory and so the grain carrying problem I am sure, 

was not in the minds of the directors of the Canadian 

Pacific or the people who were attending to its affairs. 
Now, to use Mr. MacPherson's word, the 

"benefits that flowed to the Pepe PRY Zi 5e 

agreement were great" (according to my notes). 

"The subsidy in cash was the last of these benefits. 

My lord, I say that that was the only benefit 

that the Dominion gave us, and we paid them back 

for that $3 million in part by this 50,000 acres 

of coal land. I say that every other benefit that 

my friends point to (and particularly my friend 

Mr. Frawley) the Canadian Pacific had already committed 


themselves on and it would have accrued to them; 


and that this, as I said before, is completely irelevent. 


Now, in regard to the comparison of 
American rates. It was asked a moment ago what the 
spread was in 1897. The spread then between Whately 
to Duluth versus Regina to Fort William, was 17 cents. 
That spread today is 35 cents, twice the spread that 
existed at that time. That will be found in our 
appendix, I think around page 90. 

Now, Mr. MacPherson said, referring to the 
increase in mileage to which this applied, he said 
that there was a large percentage increase in mileage 
to which the Crow's Nest rates were applicable but 
(to use his words) what of it? Well, the fact is 
that in 1922 when we objected to the Crow's Nest 
rates being reimposed, not only ourselves but our 


friends from the Canadian National came along and 
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objected to them. I say that there is a lot to LG; 

and one of the greatest problems and part of the answer, 
I say, to the transportation problem in Canada today 

is to have adequate revenues to the railways; and 

I say these Crow's Nest rates are preventing an 
equitable distribution of the burden, and that if 

they could be in a position where they would bear it, 

a great step forward would be made in meeting and 
solving a problem that is confronting so many of us, 

and that is how to secure sufficient revenues to make 


a railway system operate adequately and efficiently. 
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Mr. MacPherson said that there is no evidence 
that the 1897 rates were just and reasonable or fair rates, 
He then read from 29 C,R.C., in which Commissioner Boyce 
said ~- and he read it himself -- that the rates that he 
was dealing with were fair rates in 1897, just and reason- 
able rates. 

Then he ‘referred to that case, end your lord- 
Ship asked him to read it twice, end he put a lot of stress 
on this. That is Re Crow's Nest Pass Rates, volume 30 

C.R.C., page 32, at page 46, end he put particular 
emphasis on this: 

"It is not to be supposed that Parliament would 

hesitate to exercise its powers for the correction 
or amendment of legislation which is found to operate 
prejudicially to the public interest." 

Why this atteck on Parliament? Well, the public 
interest being there referred to had nothing to do with us; 
it had to do with the fact that there were shippers that 
were in difficulty through this egreement. The agreement, 
as I said before, was unworkable. That is the public 
interest that is being referred to -- nothing to do with 
the Canadian Pacific -- and no wonder that the Chief 
Justice said Parliament would look after it, there was such 
a tremendous body of voters; of course they would look 
BEuer '2C, 

My friend Mr. Frawley put a lot of emphasis on 
what Mr. Brownlee said about Parliament in answer to me. 
Mr. Brownlee was most careful, my lord, I submit, in his 
answer to me about that. He said they are not entirely 
influenced, Well, I want freight rates to be fixed in a 
Place where there is no political influence. Mr. Brownlee 
said that Parlisment was not entirely influenced by matters 


of politiss, and I sgree with my friend Mr, Frawley that he 
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was on experienced man, but I Say again that it is wrong 
to have freight rates fixed on 38 political basis. 

In Mr. Shepard's argument he referred to the 
American Comperison, and he gave certein factors that he 
Said, I think his thought was, vitiated the comparison. 
Nobody has suggested that there is any vitiating of the 
comparison in the sense of dealing with it as Mr. Jefferson 
dealt with it, and when he filed that exhibit it showed 
that on the Great Northern and Northern Pacific the ton 
mile revenue from grain was greater than all other traffic, 
while on the Canadian Pacifie on western lines the opposite 
was true. Now, there is the test of whether the comparison 
is vitiated or not by these factors to which Mr, Shepard 
refers, 

Mr. Shepard also said that the price of grain 
has doubled, according to the Cansdian Pacific, more than 
doubled. It is difficult to understand why they put this 
forward. It is not difficult at all if Mr. Shepard would 
have given full consideration to what I was trying to say, 
end that is this, thet it shows ebility to pay, for one 
thing. The second thing -- and this is most important -- 
is that it shows the different levels in the economy of 1897 
as compared to 1949-50. Here is grain at 70¢ in 1897; here 
is grain at over $2.00. That shows a different level of the 
economy, surely, and the railways are not immune from in- 
creasing costs, Things that make grain rates go up to a 
level to meet the farmer's increased expenses also put our 
costs of service up to some degree. That is the reason why 
we put it forwerd. 

THE CHAIRMAN: You do not put forward as a generel 
proposition, do you, that rates should be related to the 
ability to pay? I suppose not. We have heard that before. 

MR SINCLAIR: Oh, not .completely, no. 
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THE CHAIRMAN: You disclaim that? 

MR SINCLAIR: Well, my lord, what I say is that 
atehasa relationship on the rate ag fixed. 

THE CHAIRMAN: Has it? 

MR SINCLAIR: Yes. It is one of the factors. I 
do not disclaim it as a factor. I say it is not the only 
basis that they fix on,. 

THE CHAIRMAN: I understand. There are classes 
of freight which by their very nature you cannot tax much 
freight on, but they must move notwithstanding. When you 
use the expression "ability to pay", I thought you meant 
the farmers, the shippers. 

MR SINCLAIR: That the traffic can afford to pay 
just and reasonable rates; that is another way of putting 
Likes 

THE CHAIRMAN: That the traffic can afford -- yes, 
imeees) thet’ is right. 

COMMISSIONER ANGUS: It is the excess over com- 


pensatory rates that you are considering particularly, is 


it not? 

MR SINCLAIR: Quite so, quite so. 

Now, there was just one other thing. Mr. Mac- 
Pherson in his argument referred to what Mr. Spence: 


said. I nave only two more points I wish to answer, my lord. 
Mr. Spence ad said the Board might have reduced rates to 
help the famxrmers in the 1930's if grain rates had been under 
their jurisdiction. Now, you will recall what Mr. Spence 
Said; he said that the Board could have reduced them down 
from a just and reasonable level that they might have been 
at as prices fell off down to the point where they came to 
out-of-pocket costs end something more, a little bit more, 
but after that, then the Board could do nothing. That is 


what he meant , ond I think it is wrong--- 
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MR MACPHERSON: I was not querying about what 
they had reduced them. I was only intrigued with the view 
that Mr. Spence's construction of what was going to happen 
to help the farmer was at variance with Mr. Armstrong's 
construction. 

MR SINCLAIR: All right. That is the second point. 

We put these arguments forward on two bases -- | 
one, that the farmer does not pay the freight; two, that 
| % even if he does -- and I was careful in a number of places 
to say that I was making that assumption almost certainly 


| and correctly, and thet is what Mr. Spence was doing when 


he was dealing with that point; he thought that I had 


established that clearly, I submit. 

Now, my lord, when Mr. MacPherson was addressing 
you, you turned your attention to the distance that the 
Canadian grain was from the consuming market, and you 
mentioned Hungary. 

THE CHAIRMAN: Well, I mentioned the countries 
that occurred to my mind as we went along. I know 
Hungarian wheat is one of the wheats that before the war 
used to be sold. 

MR MACPHERSON: Hungary was an exporter before 
the war, before the Iron Curtain. 

THE CHAIRMAN: Of course, I am not talking of 
today. I had in mind the market before the wor. 

MR SINCLAIR: Well, today in the export market we 
are competing with Australia, Uruguay, Argentine. 

MR MACPHERSON: France. 

THE CHAIRMAN: Australia. 

MR SINCLAIR: Australie. And I think our evidence 
| clearly prowed that, no matter how far any farmer in 
| Western Canade was from the consuming centre, he paid a 


lower transportation cost then any of the farmers in any of 
those ereas. (Page 19991 follows) 
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THE CHAIRMAN: You mean all the way over? 

MR SINCLAIR: Yes, 

MR MACPHERSON: All the way over? 

MR SINCLAIR: All the way over -- from Australis 
to Hull, from Australia to Liverpool, from Uruguay to South- 
ampton, from Uruguay to Brussels. If you add the cost of 
finer plus rail and téke it all, you will find that you can 
ship Regina to Southampton, Regina to Hull, Regina to Liver- 
pool, Regine to Brussels, cheaper than you can from those 
other places, and I would like to draw that to your atten- 
tion. Therefore the buyer is taking advantage, in my 
humble submission, of any depressed level on the Canadian 
Segment of the total transportation cost.. 

Now, there was one other part. In Mr. Shepard's 
address he referred to Mr. Spence, and he made some point 
out of this: He took up some of Mr. Spence's address in 
which Mr. Spence used the phrase "extraneous considerations". 
Now, I know it is difficult, with the speed at which we have 
been trying to travel, to get our notes quite accurately, 
but I have a complete note of what Mr. Spence did say, end 
I went to put it, not that Mr. Shepard in suggesting what 
he did had any invidious thought in mind at all, but I want 
to put it right here in the relation of what Mr. Shepard 
said about it. Mr. Shepard turned it out of its context 
entirely, because this is what Mr. Spence did say: 

"The railway company is neither equipped nor 
qualified to see to the equitable distribution of 
subsidies, nor should it be made the instrument of the 
Government for that purpose, Mr. Sinclair has dealt 
with this phase of the matter, end I do not propose to 
repeat what he has said, but I do want to come back to 
my original theme, thet what we ere asking is just end 


reasonable rates on grain and flour, undiluted and 
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unqualified by any hidden Subsidies, and established 

and regulated at that proper level without the complica- 

tion of extraneous considerations." 
That is what he had in mind -- hidden Subsidies, without the 
complications of all those, without the complicetions of 
everything that they have in mind. 

THE CHAIRMAN: I suppose one would have in mind 
circumstances which the Railway Act would not justify being 
taken into account. Would that be so? You S66, elter Gea 
the Board must act within the scope of the Act, and I 
Suppose extraneous would be beyond that. 

MR SINCLAIR: What he is referring to there is 
using extraneous considerations, related to fixing a 
rate in relation to making it a subsidy. 

THE CHAIRMAN: Well, the Board does not do that. 

MR SINCLAIR: Mr. Spence said without the complica- 
tion -"/ proper level without the complication of extraneous 
considerations. Mr. Shepard said that that meant that they 
could not take into account these matters that are so 
essential to the western farmer -- that is, that his grain 
would receive an equitable rate for transportation charges 
if he pays those charges. 

That Ls all DL have to say. 

THE CHAIRMAN: All vight, thenk you. 

Now, the Canadian National is not represented here 
this afternoon. Counsel told us why he had to leave, and 
told us at the same time that he had nothing at all to edd 
to what their brief says. The Canadian National Railways 
deal with that swbject at page 191 of their brief, under 
the heading of "Statutory Rates", and they say: 

"The Carnadien National is opposed to any extension 
of statutory? rates. It does not consider that the 


Maritime Freight Retes Act should be extended in its 
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present application or that Acts based on the same 
principle should be made applicable to other parts of 
Canada. It considers that there is some merit to the 
Suggestion that sll rates should be placed under the 
Jurisdiction of the Board of Transport Commissioners." 

Now we shall sdjourn. There are a few things I 
Should say before we leave this root now, One is that we 
have fixed the day and the date for reconvening set Wednesday, 
April 19th, st the usual hour of 10:30 a.m. At that meeting 
we shall first deal with what is left of the Canadian 
National submission to be heard. Then we shall proceed 
to hear the evidence regarding the matter of co-operation 
between the two railways under the statute passed in 1933 
or 1934, Then from that we shall proceed immediately and 
without any intermission to hear the final argument. 

There is the question of amendments, the question 
of the desires for changes in the Act, being put into the 
form of amendments. We have had some; we have not yet had 
them all. In every case where amendments have been promised 
to us by counsel for various inpereatns end in any other 
case where counsel may hereafter think that they would like 
to propose amendments, we want to have all those amendments 
in hand on or before the 12th of April, and they should be 
exchanged, of course, between counsel. 

MR MACPHERSON: My lord, is it Wednesday the 19th? 
I understood that we had two weeks and three days. 

THE CHAIRMAN: Doesn't that give the two weeks and 
three days? We had 2 computation made, and these are the 
dates given to us. 

MR MACPHERSON: We do not know how long this re- 
hearing will last before the Board of Transport, and it was 
suggested that it is fixed for the 17th, but there is a 


possibility it may last two or three days. 
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THE CHAIRMAN; Well, Mr. MacPherson, today is 
Friday. 

: MR COVERT; Today is the 3lst of March. 

THE CHAIRMAN: It is Friday. Two weeks from 
today will be two Fridsys from now. What date will that be? 

MR COVERT: I was going to suggest, Mr. Chairmen, 
if this is the 3lst and we are coming back on the 19th, 
that is nineteen days later, and two weeks and three days 
would be seventeen days, so there sre certainly two weeks 
and three days. 

THE CHAIRMAN: I was going to calculate it the 
other way, but it comes to the same thing. 

MR FRAWLEY: I realize that when the Court has 
Spoken it is a little late to say anything, my Lord, -buiee 
had thought that when we spoke of a week we spoke of a 
week from the week that we have been working, and that 
Saturday would not be held against us or included in the 
vacation time or the adjournment time. 

MR COVERT: You sre getting Saturday and Sunday 
both. 

MR FRAWLEY: Well, we have sat only from 
Monday to Friday, and for sitting purposes the week finished 
on Friday night. I would have thought that the Commission 
would have given us until the 20th, end that would be two 
full weeks. When your lordship remembers that next week 
has a day in it that--- 

THE CHAIRMAN: Yes, I know. We knew all that 
before we ever had any discussion, that next week was Holy 
Week, and consequently a week of several holidays. We knew 
that before, and it was in view of everybody's knowledge 
of 311 that that we fixed these dates. We fixed the time 
two weeks, that week and the next week, forming part of 


the two weeks and three days. 
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What is it that you went to say now, Mr. Frawley? 
MR FRAWLEY: JI thought thet we would have three 
days of the last week; on the week commencing Monday the 
17th, 18th and 19th, as Mr. MacPherson says, we will be 
that week, your lordship understands, before the-Board of 
Transport Commissioners, and it will not be any advantage 
to us in preparing our argument. Those three days we 
expect to be before the Transport Board. Of course, that is 
nothing new. That is why you gave us those extra three 
days. We have to be here on the 19th, and it is to be hoped 
that thet will not last more than two days; if it does we 
shall be there on the third day. 


(Page 19998 follows) 
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THE CHAIRMAN: I suppose that we could meet 
that situation when it occurs. 

MR. FRAWLEY: That is true, but your lordship 
Spoke of amendments, and I Suppose there will have to 
be some discussion of those amendments, in fairness 
to the railways probably. Now, that could be delayed 
until the conclusion of the Canadian National case. 
It might take some little time, I don't know -©PF 
before the Canadian National case. I am not making 
any point of it, but that must be remembered, that there 
Weal nave to be’ a littte tine =-- 


THE CHAIRMAN: As soon as we start argument 
there wit be something to be said about these amendments 
that you will have in hand by that time. 

MR. FRAWLEY: At the time of the argument? 

THE CHAIRMAN: Yes, I don't see any other time. 

MR. FRAWLEY: All right, sir. 

THE CHAIRMAN: But we want to have them in 
hand by léth of April. 

MR. FRAWLEY: Oh, yes. 

MR. SHEPARD: Mr. Chairman, the amendments 
Manitoba was suggesting have been in the hands of 
counsel for some time. I wondered if it would be 
proper to have them included at this point in the 
record. I could give a copy of them to the reporter. 
They are not very lengthy and it may be useful. 


THE CHAIRMAN: Yes, you can just hand them 


to the reporter. 


Te sae 
| 9 VCore 
Puw re, cae aie > 
om ioe. sels Tag, a8 apg i ge at vices 


metOOt- SE. pact. -odeuitte Baty 


ie 


i ted PUI, BS so ? aiackai ical 


‘et Io 10 
f Me i 
BSW! tee adds | 
10 aelentoooo add Lidey 


emoe oned> tigta st 
Lagotten: i168 chBaSD ong 


Beto 8 e ah. dud. 


ey Uta a cree 4 
Shut W AN wt + FM 


0 Soe 


Qave BOW sdod Lorem 


a 


“sy 
Ls 


ptf gree 
Ay pease So 


Soe 4 
Leh viekl oe 


-19999- 


MEMORANDUM OF AMENDMENTS TO THE RAILWAY ACT, 
CAP. 170, RiS.6. Loee 


(Suggested by Manitoba) 
Seculon 33. 
Amend Section 33 by adding therete tle 
following sub-sections: 

(6) Notwithstanding the provisions of Sub-section 
(2) of Section 9 of this Act the Board is an 
administrative tribunal and its orders, decisions, 
rules and regulations shall be construed 
accordingly. The Board shall not be bound in 
any way by its previous decisions, procedure 
Or practice, 

(7) Upon any hearing the Board may hear any evidence 
which in its opinion is relevant to the matter 
and shall not be bound by the legal or technical 
rules of evidence nor shall it be restricted 
to making a decision based only upon the evidence 
taken at the hearing. 

Section 36. 
Amend Section 36 by adding thereto the following 
Sub-section: 

(2) It shall be the duty of the Board to act on 
4ts own motion in respect to matters under its 
jurisdiction when in the opinion of the Board 
such action is in the public interestcand 
particularly in respect to the matter of just 


and reasonable rates. 


Section 38. 
Amend Section 38 by adding thereto the following 


Sub-sections: 


(2) The Governor in Council may also give general 


directions to the Board in respect to the 
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policy to be followed by the Board in the 


exercise of its jurisdiction under this Act. 


eection 52. 


Repeal Sub-section (1) of Section 52 and sub- 


stitute therefor the following: 


(1) 


following 
325A(1) 


The Governor in Council may at any time, in 
his discretion, either upon petition of any 
party, person or company interested, or of his 
own motion, and without any petition or 
application, review, rescind, change, alter or 
vary any order, decision, rule or regulation 
of the Board, whether such order or decision 
is made inter partes or otherwise, and whether 
such regulation is general or limited in its 
scope and application, and remit any matter 

to the Board with directions respecting the 
disposition thereof; and any order which the 
Governor in Council may make with respect 
thereto shall be binding upon the Board and 


Uponmoll parcless 


Section 325A. 


Amend the Railway Act by adding thereto the 
Section: 

Notwithstanding the requirements of this Act 
with respect to filing tariffs of tolls the 
Board shall, without the necessity of prior 
filing of tariffs, have full jurisdiction to 
inquire into, hear and determine an application 
py or on behalf of any party interested for 

an increase or decrease of tolls by reason of 


changing conditions or costs of transportation. 
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(2) Any order made under this Section may authorize 
the filing of tariffs as required by this 
Act giving effect to the increase or decrease 
ordered. 

(3) The Board in determining any application under 
this section shall have due regard to - 

(a) The establishment and the maintenance 
of equality of tolls between various 
localities in Canada; 

(b) All charges and expenses of the company, 
including maintenance charges; 

(c) Whether or not the railway is operated 
efficiently and with due regard to any 
savings which have been, or should have 
been, effected including savings under 
the C.N.-CeP a fev: 

(ad) The cost of operating any particular 
service and without restricting the 
generality of this paragraph the cost 
of passenger services 

(ce) The level of rates set to meet competition 
and whether or not such rates are 
compensatory. 

(4) In determining an application under this section 
4% shall be the duty of the Board to make 
independent studies and investigations in 
respectto the financial and other affairs of 
the company for the purpose of safeguarding 
the interests of the public generally or any 
portion thereof. 


Section 3e5B. 


Amend the Railway Act by adding thereto the 


following Section: 
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325B(1) Notwithstanding anything contained in this 
Act it shall be the duty of the Board to 
maintain a constant supervision over tariffs 
of tolls with a view to insuring that all 
rates are compensatory. 
(2) The Board may require the railways or any 
one or more of them to establish and maintain 
Such revenue and expense accounts as it may 
prescribe for the purpose of determining 
whether or not the rates or any one or more 
of them are compensatory. 
(3) The Board shall disallow as unjust and un- 
reasonable any rate which is not compensatory. 
(4) No rate shall be considered compensatory 
which does not return to the railway the out- 
of-pocket costs together with some reasonable 
amount in excess thereof. 
pection. 325C. 
Amend the Railway Act by adding thereto the 
following section: 
325C-(1) In the case of a company with assets other 
than those used or useful in operating its 
railway including inland and connecting coastal 
steamship lines, it shall be the duty of the 
Board, for rate making purposes, to require 
the segregation of those assets and income 
therefrom from the other assets and income of 
the company. 
(2) The Board shall have full jurisdiction to 
determine the proper segregation. 


Section 328. 
Repeal Section 328 of the Act and substitute 


therefor the following: 
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328 The tariffs of tolls which the company shall 
be authorized to issue under this Act for the 
carriage of goods between points on the 
railway shall be divided into two classes - 
(a) the standard freight tariff; and 
(bo) special freight tariffs. 

section 329, 
Repeal Subsection (4) of Section 329. 
pecui0n 332, 


Repeal Section 332 of the Act. 


Section 438A. 


Amend the Railway Act by adding thereto the 
following section: 
438A(1) The Board shall, as soon as is practicable 
after the caming into force of this section, 

Prescribe: 

(a) A uniform system of accounts applicable 
to all railway companies or such rail- 
ways as it deems proper and shall fix 
a period of time within which the companies 
shall put into effect such uniform system 
of accounts, and the manner in which such 
accounts shall be kept; 

(b) For all railway companies the classes of 
property for which depreciation charges 
may properly be included under operating 
expenses, and the rate or rates of de- 
preciation which shall be charged with 
respect to each of such classes of property. 

(2) Nothing in this section shall require any 
railway company for corporate purposes to 

keep its accounts on the prescribed uniform 


system or charge prescribed depreciation rates. 


>! a 7 


= aceite abit. 16. whine 
ton ube neon. ones | ot--p08 scodlibas ae 


wii cn . . wat 
arts no stetoq. tesusad Abooy: to daatruao-. 


HANA NER i abot sN6 5 
omits, ai) 
‘REE. ng tke 08 


Seat atom! sae 


46 ify vir 


ay 


ere TN 
Pare Pye BES 


 89egatle: aes. 
9 wits 6s Liane whivee stad anh. Baits sont) 
ot: 900g ise ee Oo g@d; 


2] 


i * ! 
kd 
tik 


colt sits eho: ite o-apmiors at ia 


7 is f 
U 


A 


meets tatoos 9b" fetttsans 
: - aan 


~20004- 


(3) The Board or any duly authorized officer or 
agent shall at all times have authority to 
inspect and take copies of all accounts, 
books, records, memoranda or other documents 
of any railway company. 

Agreed Charges 
Repeal Part V of the Transport Act, 1938 C.53 
S.C. 1938. 
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Mr.Frawley, having spoken with the Commissioners, 
submitted the following amendments to the Railway 


het’, 


Section 


Section 


Section 


Section 


Section 


Section 


Section 


Section 


as proposed by the Province of Alberta: 


Province of Alberta 
Index Page No. 
314 revised (Personal Discrimination) 1 


314A new section (Long and Short Haul Rule)2 


321A new section (Industrial Location) 4 
329 revised (Standard Tariffs) 5 
329A new section (Special Tariffs) 6 
329B new section(Competitive Tariffs) f 
332 revised (Competitive Tariffs) 8 
338 revised (International Rates) 9 


J.J. FRAWLEY 
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(Prov. of Alberta da} 


314 REVISED 


(1) All tolls shall always in respect of all traffic 


prohibit- of the same description, and carried in or upon the 


like kind of cars or conveyances, passing over the 
same line or route from the same origin to the same 
destination, be charged equally to all persons and 
at the same rate, whether by weight, mileage or 
otherwise. 

(2) No reduction or advance in any such tolls shall 
be. made either directly or indirectly, in favour of 
or against any particular person or company travel- 
ling upon or using the railway. 

(3) The tolls for carload quantities or longer dis- 
tances, may be proportionately less than the tolls for 
less than carload quantities, or shorter distances, 
if such tolls are, under substantially similar 
circumstances, charged equally to all persons. 

(4) No toll shall be charged which unjustly dis- 
criminates between different localities. 


Note: Section 314 ss. (1) revised: ss. (2), (3) 
and (4) unchanged; ss. (5) and ss. (6) 


included in new Section 314A. 
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(Prov. of Alberta P. 2) 
SECTION 314A 


Long and (1) The Board shall not a 
Short Haul pprove or allow any toll, 


Clause 
which for the like description of goods, or for 


passengers carried in the same direction over the 
Same line or route, is greater for a shorter than 
for a longer distance, within which such shorter 
distance is included, unless the company upon 
application has established to the satisfaction of 
the Board that: 


(1) There is actual and compelling competition 
at the competitive point which is beyond 
the control of the applicant company and 
such competition is absent at the inter- 


mediate point. 
(ii) The toll at the competitive point is not 

lower than necessary to meet the competition. 

(iii) The toll at the competitive point is such 
as to warrant a reasonable expectation 
that as a result of charging the competitive 
toll, net earnings will be greater than 
they would be in the absence of such 


toil. 
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(Prov. of Alberta p. 3) 


(2) Any toll which for the like description of goods 
or for passengers carried in the same direction over 
the same line or route is greater for a shorter than 
for a longer distance iL aN Ln such shorter dis- 
tance is included shall at all times be just and 
reasonable when compared to the toll for the longer 
distance. 

(3) No toll, which has been approved or allowed 
under the provisions of subsection (1) of this 
section, between two points for the purpose of meeting 
competition applying to or from a third point, shall 
unduly prejudice other origins or destinations. 

(4) With respect to tolls of the kind referred to 

in subsection (1) existing at the date of the coming 
into force of this section, the company shall, within 
ninety days of such date make application to the 
Board for approval of such tolls as required by the 
provisions of subsection (1), and until the deter- 
mination of such application such tolls shall be 


deemed to have been approved. 


Note: New Section replacing present 314 (5) and (6). 


aa dag aos AN me i tKeRIS oe a 
AOA ME Oy Pa aalae t/a a a) iy 
ep: bagrezei 5 “ NG te 
rm rar ne ing aad “wonpdath, aes ol re 


1 di ry 
Wa et 7 ‘ 1 y ‘ i As iat oe ‘i 


Ne 2 eee 


AL bi 

if q val ‘ iy 4 

x vi a my ial ve j J 
sad ‘ 3), Ye) |! gy py a. at a 


ae ont to, ‘Et oD ‘an “oy ‘bya troy pine niet, 


thy hare al 
‘ i babe, ae 
J - ¥ 


sepnatenn 


hemes "to bevonaes, ated! niet ‘dle . Tiga ron eh 


oe (z 5 nottienge 16 cai ee ae 


Vat ; Pie LOL sl Dt eis oe 


Ma He SARA ced, ot indntoe Cut neewted Ymottoed 


ib 


i ist me $0 O8/ BORE RG CORR eiiete 
, a ah Rt i roe . ite ne ‘ } 


AReLT onde 1 | eek tae! ‘usc aotoutiong efubaay °! 


iS 


| NR ae ellos od " dpeiqaon HSAe ERT 


‘ i 
yt 7 


eulics wef4.t6o Beeb Os Fx gnttalne’ 109: meltosedu pk 


i Oe en Vash Ta re ; 
W ,fiods yosamoo.ent | Hoitoea cath to ecto’ oot 


i 


zi r 


Gt mit notiqas onbein Per » owe to ‘Busb ed antn 


HoT inpst ay, eiLog tose ne tavern 19% .Stn08 


Moana pmaceknied us acts oeegu9 eo saokabvond 


r ty 
n. i 
ly 


Sid kLaite ‘altos bs nonae atlas: cos ‘ ‘aottaatn i \ 


oa } Mai 
bist flea ian 


 ermonege.t 0d eve ov Benooh i 


; i hs, 
ae 


7 oi ny f / Trea! , 
ropa i Oh iy teu, 


Relation- 


ship between 


tOLLS >on 
raw 
materials 
and 
finished 
products 


-20009- 


(Prov. of Alberta p. 4) 
SECTION 321A 


The Board shall, upon application by an interested 
party or parties prescribe or direct the company to 
establish tolls on raw materials and tolls on pro- 
ducts made in whole or in part from such raw materials, 
in such manner that the relationship between the tolls 
on raw materials and the tolls on products made there- 
from snall not per sé discourage the "processing, 
manufacture or other conversion of such raw materials 
at or near the point of production of such raw 
materials: Provided that the onus shall be upon 

the applicant to satisfy the Board that the existing 
relationship between the tolls discourages per se 

the processing, manufacture or other conversion of 
such raw materials at or near the point of production 
of such raw materials; and provided further that 

any such relationship between the tolls shall not 
result in an unreasonable difference between the tolls 
so prescribed or established on the raw materials and 
the tolls on similar raw materials or between the 

tolls so prescribed or established on the products 


and the tolls on similar products. 


Note: New Section. 
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(Prov. of Alberta B.05) 


329 REVISED 


(1) The standard freight tariff shall specify the 
maximum mileage tolls to be charged for each class 
of the freight classification for all distances 
covered by the company's railway and such tolls 
Shall be the same for the same distances and the 
Same tolls shall be charged by all cempanies. 

(2) Such distances may be expressed in blocks or 
groups and such blocks or groups may include 
relatively greater distances for the longer than 


for the shorter hauls. 


Note: Section 329 (1) revised; ss. (2) unchanged; 
ss. (3) appears in new Section 329A; ss. 


(4) appears in new Section 329B. 
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SECTION 329A 


What (1) The special freight tariffs shall specify the toll | 
special | 
freight | 


ete or tolls, lower than in the standard freight tariff, to | 
O : 


specify . 
be charged by the company for any particular commodity | 


or commodities, or for each or any class or classes of 

the freight classification, or to or from a certain H 

point or points on the railway. . 

I 

Equali- (2) The tolls for the same description of traffic charged 
f 

| 


special in the special freight tariffs shall be just and reasonable 
freight | 
tolls | 

and shall be the same for the same distances, and such 


distances may be expressed in blocks or groups and such 
blocks or groups may include relatively greater distances | 
for the longer than for the shorter hauls: Provided 
that distinctions in such descriptions of traffic shall | 
be based on the nature and use of the commodity or . 
commodities and shall not be based upon local or regional 
differences in operating conditions nor upon competitive 


conditions. 


Tolls (3) Notwithstanding the provisions of subsection (2) 3 | 
made to | 
develop | 
traffic the company may, for the purpose of assisting an 


industry or of developing traffic which otherwise 


might not exist, establish tolls lower than the tolls 
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(Prov.of Alberta index page $6a) 


for traffic of the same description: Provided that 
Such lower tolls shall not remain in effect for a 
period of more than three years without the approval 
of the Board, and the company shall have the right to 
cancel or amend such lower tolls at any time within 


such period. 


Note: ss. (1) is a revision of Section 329(3) of the 


present Act; ss. (2) and (3) arenew. 
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(Prov. of Alberta index page #7) 


SECTION 329B 


The competitive tariffs shall specify the 
toll or tolls lower than in the standard or special 
freight tariffs to. be charged by the company for 
any class or classes of the freight classification 
or for any commodity or commodities, to or from 
any specified point or points at which there is 


actual and compelling competi tion. 


Note: Section 329B is a revision of present 


Section 329 (4). 
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(Prov. of Alberta index page $8) 
SECTION 332 REVISED 
Rene 236 REVISED 


(1) Competitive tariffs shall be filed by the company 
with the Board and every such tariff shall specify 
the date of une Issue thereof and the date on which 
it is intended to take effect: Provided that where 
it may be necessary to meet the exigencies of com- 
petition, or as the Board may deem expediént, the 
Board may make rules and regulations governing the 
filing or publication of such tariffs, and may provide | 
that any such tariffs may be acted upon and put in 
by 
operation immediately upon the issue thereof/the 
company, before they have been filed with the Board, 
or may in any case make a ace aiae order or direction 
allowing any such tariff to go into effect as the 
Board shall appoint. 
(2) It shall be the duty of the Board to maintain 
such continuous examination of the competitive 
tolls are now lower than necessary to meet actual 
and compelling competition and that such tolls than 
cover the additional costs of the movement to which 
they apply. 


Note: ss. (1) unchanged; ss. (2) is new. 
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(Prov. of Alberta index page #9) 

SECTION 338 

(2) When a combination of local tolls on traffic 
moving from a point in Canada through a foreign 
country into Canada makes a lower charge than the 
toll or tolls charged for the same description of 
traffic meving between the same two points in Canada 
over a line or route lying wholly within Canada, 
Such lower combination of tolls shall apply over 
the lines or routes upon which it is based: Provided 
that where prohibition of the charging of such 
combination of tolls between points in Canada is 
made in tariffs not subject to the jurisdiction of 
the Board, the said lower combination of tolls shall 
be applicable between the same two points over 


continuous routes lying wholly within Canada. 


Note: New subsection. 


(Page 20017 follows) 
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THE CHAIRMAN: There is this too. When we 
come to final argument we would like to have counsel 
lay before us the points which at that time will appear 
to them to be the real points in which they are in- 
terested. That is, as we have gone along there have 
been these stray arguments, inevitably, and I think 
on the whole, profitably. I am not finding any fault 
with them. Certain matters may appear to some counsel, 
at least, perhaps to us all, to have rather fallen by 
the wayside as we have proceeded, and not to appear 
so important now as they appeared at the outset. I 
am just saying I would expect, when we do meet, that 
counsel will take pains to express before us the 
points on which they really rely; not to take it for 
granted that we have heard already so much and we will 
have it all in our minds anyhow. 

Finally, as to the counsel that are to 
appear and who wish to argue and the time to be allotted 
in the order of the arguments and so on. I think the 
best thing to do is to leave that to be dealt with 
by the various counsel, with counsel for the Commission. 
You remember that Mr. Covert wrote a letter on December 
16 last (which can be taken now and read again) and 
at that time he outlined an order for everybody. 

IT won't read the letter now, but you are eas, it; and 

if anything arises out of that letter, Anybody has 

any representations to make, then the proper thing 

to do wit be to address yourselves to our counsel. 
Well, that is all we have to say today. 


We are very thankful to those who have devoted so 
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much time and study to our enlightenment, and we will 


meet again, according to programme, on Wednesday, April 
19th. 


---At 6:20 p.m. the Commission adjourned until Wednesday, 


April 19th, 1950, at the hour of 10:30 o'clock in the 
forenoon. 
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